PUBLIC HEALTH & HUMAN SERVICES SUMMARY

Agency Legidative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 2,696.84 86.00 15.99 2,798.83 95.00 18.74 2,810.58 2,810.58)
Personal Services 98,366,813 4,139,343 1275482 103,781,638 4,997,123 1,542,001 104,905,937 208,687,575
Operating Expenses 70,760,991 8,074,396 20,927,229 99,762,616 8,790,025 6,790,836 86,341,852 186,104,468
Equipment 793,242 51,983 142,420 987,645 27,983 107,157 928,382 1,916,027
Capital Outlay 6,356 0 0 6,356 0 0 6,356 12,712
Loca Assistance 6,249 0 0 6,249 0 0 6,249 12,498)
Grants 37,927,039 5,399,866 1,692,133 45,019,038 5,798,010 959,410 44,684,459 89,703,497,
Benefits& Claims 558,364,221 100,246,920 106,894,833 765,505,974 124,276,809 118,046,001 800,687,031  1,566,193,005)
Transfers 0 0 28,950 28,950 0 29,221 29,221 58,171
Debt Service 619,798 0 1,200 620,998 0 1,200 620,998 1,241,996
Total Costs $766,844,709  $117,912,508  $130,962,247 $1,015,719,464 $143,889,950 $127,475,826 $1,038,210,485 $2,053,929,949]
General Fund 228,813,863 21,792,024 12,352,882 262,958,769 28,745,435 15,544,043 273,103,341 536,062,110,
State/Other Special 32,370,025 1,032,554 (4,479,762) 28,922,817 2,113,640 (2,920,907) 31,562,758 60,485,575
Federal Special 505,660,821 95,087,930 123,089,127 723,837,878 113,030,875 114,852,690 733,544,386  1,457,382,264
Total Funds $766,844,709  $117,912,508  $130,962,247 $1,015,719,464  $143,889,950 $127,475,826 $1,038,210,485  $2,053,929,949]

Agency Description

The Department of Public Health and Human Services (DPHHS) administers a wide spectrum of programs and projects
including: welfare reform - Families Achieving Independence in Montana (FAIM), Medicaid, foster care and adoption,
nursing home licensing, long-term care, aging services, acohol and drug abuse programs, mental health services,
vocational rehabilitation, disability services, child support enforcement activities, and public health functions (such as
communicable disease control and preservation of public health through chronic disease prevention).

The department is also responsible for all state institutions except prisons. DPHHS facilities include: Montana State
Hospital, Warm Springs, Montana Mental Health Nursing Care Facility, Lewistown; Montana Chemical Dependency
Center, Butte; Eastmont Human Services Center, Glendive; Eastern Montana Veterans Home, Glendive; Montana
Veterans Home, Columbia Falls; and Montana Devel opmental Center, Boulder.

Summary of Legislative Action

The DPHHS budget as approved by the legislature includes present law adjustments totaling $261.9 million, including
$50.6 million genera fund. New proposals approved by the legislature add $258.4 million total funds, including a $27.9
million general fund increase. The legidature also funded 133.74 new FTE.

About 28 percent of the new proposals and present law adjustments approved by the legidature are not necessarily new
costs but reflect changes in accounting procedures or the non-budgeted status of a particular expenditure. For example,
appropriation authority for food stamp benefits historically has not been included in the general appropriations act.
However, due to a change in how benefits will be distributed, statute requires that appropriations for these expenditures be
authorized in the general appropriations act. The appropriations for expenditures previously not included in HB2 are:

?? Food stamp benefit appropriations of $103.3 million federal funds

?? Medicaid drug rebate and third party collections of $34 million in federal and state special revenue

?? Infant formularebates in the Women, Infants, and Children (WIC) program of $6.6 million federal funds
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General Fund Changes

The 2003 biennium general fund appropriation increases a net of $78.4 million over base budget expenditures. Significant
adjustments approved by the legidature that impact the general fund are:
?? Medicaid caseload adjustments of $141 million total funds, including $34.5 million general fund
?? Provider rate increases of $45.8 million total funds, including $12.9 million general fund
?? Annualization of the Children's Health Insurance Program (CHIP) of $20 million total funds, including $3.8 million
general fund
?? Changes due to HB 124 (the local government funding bill) of $28.6 million general fund, with a reduction of $27.3
million state special revenue
?? Movement of developmentally disabled individuals to community settings and continued support for the institutions
of $6.4 million total funds, $3.8 million general fund
?? Support for increased state hospital population and community services, and planning for development of a new
regional mental health system for $4.8 million general fund (including funding for 33 FTE)
?? Foster care and subsidized adoption caseload increases of $5.4 million total funds, $3.1 million general fund
?? Annualization of fiscal 2001 provider rate increases of $3.7 million total funds, including $1.7 million general fund

The 2003 biennium general fund increaseis offset by several general fund reductions with the two most notable being:
?? $6 million for tobacco control and prevention
?? $3.9 million of mental health services plan changes due to service reductions and eligibility limitations

The legidature aso instituted severa funding switches to offset genera fund, appropriating about $8 million in state
special revenue and federal funds and reducing general fund a like amount. The two most significant of these were a $4
million reduction in general fund match for mental health Medicaid benefits and an increase in state special revenue from
the county nursing home intergovernmental transfer program, and a $1.3 million offset in general fund mental health
services costs with state special alcohol tax revenue.

Federal and Sate Special Revenue Changes

Federal and state special revenue appropriations increase $461 million over the biennium. As noted earlier, a significant
portion of thisincreaseis related to inclusion of appropriationsin HB 2 for existing expenditures that had been accounted
for in ways other than the general appropriations act. The most significant proposals that add federal and state special
revenue for new or expanded programs approved by the legidature are:

$31.8 million for FAIM Phase I1-R

$23.2 million for Medicaid intergovernmental transfer programs

$13.1 million for childcare services and the Child and Adult Food Care program

$10.5 million for federal substance abuse block grant increases

$7.8 million to expand Medicaid services to include outpatient chemical dependency services

$4 million for services for the developmentally disabled

$3 million for a Community Collaboration Project to recoup additional federal Title IV-E funds

33IIIII

FTE Changes
FTE increase anet of 113.74 positionsin fiscal 2003. The most significant changes are:
?? 27.0 FTE to maintain a higher than expected population at the state hospital
?? 20.0 FTE that were eliminated in the fiscal 2001 budget but which are needed to support the current population at
the Montana Developmental Center
18.0 FTE to staff the new special care unit at the Montana Veterans Home
14.0 FTE to staff federa TANF, Child and Adult Food Care, employment and training, energy and commodity, and
childcare functions in the Human and Community Services Division
?? 12.0 FTE to determine digibility for CHIP and the state administered Mental Health Services Plan

7?
7?
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?? 6.0 FTE to help determine the new regional mental health plan, develop community mental heath service
incentives, and help reduce the state hospital population

6.25 FTE for child protective services including 1.0 FTE to coordinate a project to recoup additional federal funds
5.0 FTE to continue the community incentive and local needs assessment for a chemical dependency federal block
grant

?? 4.0 FTE for adult protective services

Yds
Yds

The FTE increase was partialy offset by areduction of 19.26 FTE that had been vacant for more than seven months. The
legidature directed that funding for the vacant FTE could not be included in the present law budget for the 2005
biennium.

Agency Budget Comparison
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium
Budget Budget Budget Difference Budget Budget Difference Difference

Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 2,696.84 2,815.09 2,798.83 (16.26) 2,827.34 2,810.58 (16.76)
Personal Services 98,366,813 103,875,382 103,781,638 (93,744) 104,832,416 104,905,937 73,521 (20,223)
Operating Expenses 70,760,991 86,385,560 99,762,616 13,377,056 80,723,116 86,341,852 5,618,736 18,995,792
Equipment 793,242 987,645 987,645 0 928,382 928,382 0 0
Capital Outlay 6,356 6,356 6,356 0 6,356 6,356 0 0
Loca Assistance 6,249 6,249 6,249 0 6,249 6,249 0 0
Grants 37,927,039 44,309,619 45,019,038 709,419 44,379,450 44,684,459 305,009 1,014,428'
Benefits & Claims 558,364,221 750,651,406 765,505,974 14,854,568 772,022,310 800,687,031 28,664,721 43,519,289
Transfers 0 28,950 28,950 0 29,221 29,221 0 0
Debt Service 619,798 620,998 620,998 0 620,998 620,998 0 0

Total Costs $766,844,709  $986,872,165 $1,015,719,464  $28,847,299 $1,003,548,498 $1,038,210,485 $34,661,987 $63,509,286
General Fund 228,813,863 252,154,995 262,958,769 10,803,774 261,428,081 273,103,341 11,675,260 22,479,034
State/Other Specia 32,370,025 39,472,337 28,922,817  (10,549,520) 42,653,804 31,562,758 (11,091,046) (21,640,566)
Federal Specia 505,660,821 695,244,833 723,837,878 28,593,045 699,466,613 733,544,386 34,077,773 62,670,818]

Total Funds $766,844,709  $986,872,165 $1,015,719,464  $28,847,299 $1,003,548,498 $1,038,210,485 $34,661,987 $63,509,286

Executive Budget Comparison

The legislature approved an increase of $63.5 million, including $22.5 million general fund, above the Executive Budget
request. The genera fund increase was due almost solely to the passage and approval of HB 124, which changed the
funding for public assistance and protective service costs from county funds to general fund. General fund in the
department was increased by $28.6 million over the biennium, and state special revenue was reduced by $27.3 million to
implement HB 124. The net general fund increase of $1.3 million covers the pay plan appropriation authorized by HB 13,
but funded from state special revenue in HB 13. Since HB 13 had already been transmitted to the Governor when the
legislature considered the impact of HB 124, it appropriated the general fund pay plan increase in HB 2. Table 1 illustrates
the funding shift that was created by the provisions of HB 124.
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Excluding the impact of HB 124, the Table1

legidlature reduced the executive Summary of HB 124 Fiscal Impact

genera fund request by $6.1 million. Department of Public Health and Human Services

General fund reductions were due to Fiscal 2002 Fiscal 2003
funding switches to refinance genera Division General Fund  State Special  General Fund  State Special
fund expenditures with state specia _ _

d federal funds as well as Health Policy and Services $6,717,000  ($6,717,000) $6,862,000  ($6,862,000)
revenue an _ Human and Community Services 3852988  (3,356,606) 4,006,121  (3,376,187)
decreases in general fund executive | childand Family Services 2,206,194  (2,172,078) 2,241,893  (2,135,314)
budget requests. Major changes in the | Operationsand Technology 1,044,768 (1,037,443) 1,070,319 (1,055,626)

. Quality Assurance 211,082 (204,359) 218,916 (205,400)
EX?CUUV‘E Budget made by the Director's Office 93,333 (90,463) 96,915 (91,028)
legidlature that resulted in general fund - -

Total $14,125365 ($13,577,949)  $14,496,164 ($13,725,555)

reductions include:

?7?

33

$3.9 million in general fund inthe | Geneal Fundin Excessof State $547,416 $770,609
Mental Health Services Plan, State Special Revenue Reduction

including service and eligibility

reductions as well as executive

and legidlative revisions to projected casel oad costs

$1.1 million general fund, equivalent to a 1 percent reduction in personal services costs
$0.8 million in support for the Operations and Technology Division

?? $0.5 million net general fund in TANF maintenance of effort, with partially offsetting increases in general fund

appropriations to increase childcare matching funds

?? $0.3 million in funding for travel department-wide

7?

$0.3 million to expand financial eligibility for the Children's Health Insurance Program (CHIP)

The legislature used federal funds and state special revenue to offset general fund, without decreasing overall program
expenditures. The most significant general fund offsets include:

7?

7?

?7?

7?
7?

$5.9 million in federal TANF funds to offset general fund costs and to continue Title XX, Social Services Block
Grant, federal funding for foster care that was instituted in the 2001 biennium but had been eliminated in the
Executive Budget (The Executive Budget complied with federal regulation as it existed at the time of budget
preparation. Federal regulations applying to part of the 2003 biennium were modified after the Executive Budget
was prepared.)

$4.0 million of state special revenue from the Medicaid intergovernmental transfer program for county nursing
homes offset general fund in Medicaid mental health services

$1.3 million of state special revenue offset general fund for the System for the Enforcement and Recovery of Child
Support (SEARCHYS)

$1.3 million general fund offset through use of alcohol tax state special revenues for mental health services

? $1.0 million in state specia revenue and federal funding offset general fund for foster care services

The legislature added general fund above the level requested by the executive in several areas. The increases were fully
or partially offset by reductionsin other areas. Those include:

?7?

7?

?7?

7?

$1.0 million general fund for childcare benefits so all federal childcare matching funds available to the state may be
obtained

$1.0 million general fund to provide a 1 percent increase to providers of services to the developmentally disabled,
reduce the developmental disabilities waiting list, and offset a base reduction for a change in the Medicaid matching
rate

$0.8 million general fund ($1.6 million total funds) to raise direct care worker wages for persons assisting the
developmentally disabled, which was offset by elimination of funding to support the elimination of the Medicaid
assets test

$0.2 million general fund ($0.7 million total funds) to increase personal assistance direct care wages for persons
assisting the physically disabled and aged
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The legislature appropriated increases in federal and state special revenue that expanded reimbursement for services or
increased program funding levels. The most significant increases are:

?? $23 million for four Medicaid intergovernmental transfer programs

?? $3 million for a community collaboration project that will use community funds to obtain additional federal

reimbursement under Title IV -E of the Socia Security Act

?? $2 million for services to the developmentally disabled

?? $2 million for services for seniors and physically disabled persons

?? $1.5 million in Medicaid matching funds for services provided by schools

Other significant changes from the Executive Budget include:
?? Revision to the spending plan for TANF funds known as FAIM Phase I, now known as FAIM Phase 11-R
?? Reductions in the appropriation for general fund MSHP costs with offsetting increases in appropriations for the
Montana State Hospital and planning and implementation of aregional mental health system
?? Funding revisionsin foster care and subsidized adoption caseload and rate increases

Agency Narrative

The legidlature made several policy decisions that impacted which, and at what level, proposals for existing, new, or
expanded services were funded. Legidative priorities funded include:

Direct care worker wages

Provider rate increases

Community services for the developmentally disabled

Continued support for low-income families leaving, and who have left, the welfare cash assistance program
Childcare services for low-income working families

Support for the Montana State Hospital and increased community services for adults with a serious and disabling
mental illness

Staff and funding for planning and implementation of aregional mental health system

Service reductions and eligibility limitations for the M SHP program

Opportunities for refinancing or increasing federal revenue received by the state

IIIIII

I3

Direct Care Worker and Provider Rate Increases

Table 2 shows the provider rate increases appropriated by the legislature. Provider rate increases total 1.8 percent of the
agency general fund appropriation in fiscal 2002, rising to 3.1 percent of the total in fiscal 2003. The legidature added
funds above the executive request to support wages for direct care workers and rate increases. (In addition to general
fund, the legislature appropriated $3 million of interest income from the tobacco trust income to support provider rate
increases, discussed as follows).
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Table 2
2003 Biennium Provider Rate I ncreases*
Fiscal 2002 Appropriation Fiscal 2003 Appropriation Biennium Total

Division and Provider Genera Total Percent Genera Tota Percent Genera Total Percent

Rate Increase Fund Funds Increase Fund Funds Increase Fund Funds of Total
Child and Family Services Division
Family Foster Care $488,552 $751,619 4.30% $492,634 $757,898 0.00% $981,186 $1,509,517 3.3%
Subsidized Adoption 124,350 240,988 2.80% 125,176 242,589 0.00% 249,526 483,577 1.1%
Foster Care Fecilities 213,938 115,198 2.80% 215,148 115,849 0.00% 429,086 231,047 0.5%
Subtotal CFSD $826,840 $1,107,805 $832,958 $1,116,336 $1,659,798 $2,224,141 4.8%
Health Policy and Services Division
Ambulance Services $90,267 $332,842  35.00% $92,667 $343,466 0.00% $182,934 $676,308 1.5%
Dental Services 47,822 995,671  20.00% 355,529 1,344,748 0.00% 403,351 2,340,419 5.1%
Non-hospital Services 252,524 931,138 2.50% 506,681 1,877,986 2.50% 759,205 2,809,124 6.1%
Hospital Services 113,000 1,146,046 1.85% 137,504 2,385,050 1.85% 250,504 3,531,096 7.7%
Subtotal HPSD $503,613 $3,405,697 $1,092,381 $5,951,250 $1,595,994 $9,356,947  20.4%
Disability Services Division
Provider Wage Parity (DD) $1,551,313 $3,047,801 9.30%  $2,445,300 $4,810,021 540%  $3,996,613 $7,857,822 17.1%
Provider Rate Increase (DD)** 311,259 613,180 1.00% 310,758 612,193 0.00% 622,017 1,225,373 2.7%
Provider Rate Increase (VR) 27,769 130,371 2.50% 56,649 265,956 2.50% 84,418 396,327 0.9%
Tuition Increase (VR) 27,768 177,436 4.00% 252,270 401,938 4.00% 280,038 579,374 1.3%
Subtotal DSD $1,918,109 $3,968,788 $3,064,977 $6,090,108 $4,983,086 $10,058,896  21.9%
Senior and Long-Term Care Division
Nursing Homes $544,641 $4,603,318 450%  $1,537,430 $9,460,855 450%  $2,082,071 $14,064,173  30.6%
Home Based, Community 82,521 304,282 1.50% 167,811 621,984 1.50% 250,332 926,266 2.0%

Waiver, Aging Services

Personal Care Assistants 401,931 1,080,114 3.00% 638,676 2,367,220 3.00% 1,040,607 3,447,334 7.5%
Subtotal SLTC $1,029,093 $5,987,714 $2,343,917 $12,450,059 $3,373,010 $18,437,773  40.1%
Addictive and Mental Disorders Division
Medicaid Mental Health $91,457 $891,098 1.40% $472,749 $2,722,333 2.80% $564,206 $3,613,431 7.9%
Psychiatrists 119,782 354,582  25.00% 137,467 408,517 0.00% 257,249 763,099 1.7%
Mental Health Services Plan 136,315 166,336 1.40% 432,635 524,072 2.80% 568,950 690,408 1.5%
Frontier County Services 0 391,428  20.00% 0 402,388 0.00% 0 793,816 1.7%
Screening/Treatment 2,493 3,035 1.40% 7,539 9,367 2.80% 10,032 12,402 0.0%
Subtotal AMDD $350,047 $1,806,479 $1,050,390 $4,066,677 $1,400,437 $5,873,156  12.8%
Department Total $4,627,702 $16,276,483 $8,384,623 $29,674,430 $13,012,325  $45,950,913 100.0%
Total DPHHS Appropriation $262,958,769 $1,015,719,464 $273,103,341 $1,038,210,485
Rate Increases as % of Total 1.8% 1.6% 3.1% 2.9%

*Medicaid intergovernmental transfer programs are not included in this table because the legislature considers transfer payments to be one time and
not continuing provider rate increases.

**The legislature provided an additional $500,000 per year general fund to the Disability Services Division. Among the items the division plans to fund
with this additional $500,000 general fund isa 1 percent provider rate increase in the first year of the 2003 biennium.

Appropriation of Interest Income from the Tobacco Settlement Trust

The legidlature accepted the executive request to fund part of the Medicaid provider rate increases with interest income
from the tobacco settlement trust. Table 3 shows the appropriation by type of Medicaid service.
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Table 3 The majority of interest income is appropriated to
Tobacco Settlement Trust Interest Income nursing homes. About a fifth of the interest is
Appropriated for Medicaid Provider Rate Increases appropristed to hospitals. Dental and mental
health services receive the baance of the
Provider Rate/ Biennial Percent appropriation.
Service Fiscal 2002 Fiscal 2003 Total of Total
Revenue estimates were updated by the
Nursing Homes $703,779 $1,015,108 $1,718,887 56.2% | |egidlature, including those for tobacco trust
Hospitals 197,808 505,983 703,791 23.0% | income. The estimates included in HIR 2 include
Dental 9 204 0 999 204 7 20t $2,926,800 of interest income from the trust. This
en ! ’ 71" income includes interest generated in fiscal 2001
Mental Health 150,209 261,736 411945  13.5% | through fiscal 2003. The biennial appropriation is
Total $1,274,000 $1,782,827 $3,056,827  100% | $3,056,827, which is $130,027 more than
- estimated to be available.
Fiscal 2001 - 2003 Interest Income - HIR 2 $2,926,800

The legidature added language directing that if the
Appropriation Over (Under) Revenue $130,027 interest income on the tobacco settlement trust

fund is insufficient to fully fund the state specia
revenue appropriations for provider rate increases, the legisature intends that the department find alternative funding
sources to fully fund the provider rate increases. Alternative sources may include, but are not limited to, enhanced
Medicaid intergovernmental transfer programs and transfers of general fund money from other appropriations.

Provider Rate Information Reguired by HB 2 Language

The legidlature adopted language in HB 2 directing the department to provide specific information by program about rates
paid by various providers to direct care workers who perform comparable duties. The information is to be given to the
Children, Families, Health, and Human Services Interim Committee and the Legislative Finance Committee by August
2002. The legislature requested the information based on the varying provider rate increases requested by the executive,
changes made by the legislature, and concerns that rates paid for similar or comparable services may vary among service
systems and within the same locality. The information provided should aid also in determining whether funds
appropriated for direct care worker wage increases were used for that purpose in compliance with conditions attached to
appropriations.

Medicaid Appropriations

Total Medicaid services appropriations increase $269 million, including $58 million genera fund, from the fiscal 2000
base budget expenditures to fiscal 2003 appropriated levels. The largest increase funds caseload growth, pharmacy
inflation, and service utilization changes, which added $141 million over the biennium. The legisature authorized $23
million for Medicaid intergovernmental transfer programs funded with federal and state specia revenue funds.
Appropriations of $34 million state specia revenue and federal funds were added to fund expenses previously offset by
rebates using drug rebate and third party liability revenues, and $4 million in county intergovernmental transfer state
special revenue was used to offset $4 million general fund in the mental health Medicaid services appropriations. Finaly,
the legislature appropriated $9 million in additional federal authority to match Medicaid eligible services provided by
schools and to offset the general fund cost or augment existing services without increasing general fund expenditures in
the Disabilities Services and Senior and Long-Term Care divisions.
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Table4
2003 Biennium Medicaid Appropriation *
Fiscal 2000 Base* Fiscal 2002 Fiscal 2003 Percent

Division/Benefit** General Fund  Total Funds General Fund  Total Funds General Fund  Total Funds  of Total
Health Policy and Services Division

Non-Hospital** $20,950,259  $107,750,258 $30,681,456  $127,535,381 $31,245,720  $130,774,966 22.5%

Hospital 16,901,535 60,778,492 23,556,187 91,682,248 27,473,738 108,309,231 18.6%

Medicare Buy-In 2,408,814 8,623,051 2,485,019 9,163,051 6,819,961 9,403,051 1.6%

Indian Health Servs 0 20,538,915 0 21,538,915 0 21,588,915 3.7%
Subtotal Health Policy $40,260,608 $197,690,716 $56,722,662 $249,919,595 $65,539.419 $270,076,163 46.5%
Senior Long-Term Care Division

Nursing Homes*** $28,224,661  $98,768,341 $27,940,976  $119,725,299 $28,398,608 $126,463,481 21.8%

Home Based Services 5,112,868 18,346,475 6,719,679 24,777,577 7,298,781 27,052,562 4.7%

Community Waiver 3,853,334 13,852,981 5,559,771 20,500,630 5,865,192 21,739,038 3.7%

Ingtitutional Reimbursement 0 13,849,204 0 11,188,837 0 11,449,343 2.0%
Subtotal Senior/Long-Term $37,190,863 $144,817,001 $40,220,426  $176,192,343 $41,562,581 $186,704,424 32.1%
Addictive and Mental Disorders

Mental Health**** $14,960,489  $50,730,906 $16,082,466  $71,007,270 $17,098575  $75,908,334 13.1%

Chemical Dependency 0 0 161,549 4,244,168 148,697 5,454,905 0.9%
Subtotal AMDD $14,960,489  $50,730,906 $16,244,015  $75,251,438 $17,247,272  $81,363,239 14.0%

Disability Services Division
Developmental Disability***** $10,192,618  $35,375,271 $12,142,545  $44,081,120 * $13,624,812  $42,972,502 7.4%

Services
Total $102,604,578 $428,613,894  $125,329,648 $545,444,496  $137,974,084 $581,116,328 100.0%
2000 Genera Fund Base $102,604,578 $102,604,578
Compounded Annual Growth Rate 10.5% 10.4%
2003 Biennium Increase Over Base Budget Expenditures $58,094,576  $269,333,036

*Thisinformation is based on fiscal 2000 expenditures and 2003 biennium appropriations in the statewide budget system.
**Non-hospital primary care expenditures include $9.2 million in state special revenue from the pharmacy rebate program.
***Nursing home services include a $350,000 annual contract for nurse aide testing.

****Mental health services do not include the supplemental appropriation requested in fiscal 2000.

***%*Fiscal 2002 federa fundsincluded a $4.0 million biennial appropriation of additional federal authority.

Medicaid costs are entering an inflationary cycle nationally and Montana is no exception. Table 4 shows that the general
fund appropriation is increasing at compounded annual growth rates of 10.5 and 10.4 percent, compared to increases of 2
to 4 percent in the 2001 biennium. General fund cost growth is accelerating despite the reduction in state matching rates
from 27.84 percent in fiscal 2000 to 26.98 percent in fiscal 2003.

Medicaid Intergovernmental Transfer Programs

The legidature approved four Medicaid intergovernmental transfer programs for county funded facilities that provide
hospital, nursing home, chemical dependency, and mental health Medicaid services. Final federa rules published January
12, 2001 govern Medicaid intergovernmental transfer payments made to non-state owned public facilities that provide
Medicaid services. The rules establish an upper payment limit, require that no more than 60 percent of Medicaid
matching funds be provided by local governments, and do not specify how federal Medicaid funds recouped through an
intergovernmental transfer must be spent.

An intergovernmental transfer program can be used to raise reimbursement rates paid to county owned facilities. A
county pays the state the non-federal share of Medicaid reimbursement for Medicaid eligible services provided by a
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county funded facility. The state uses the county match to draw down federal Medicaid funds and returns a payment,
including the county matching funds, to the county for Medicaid services.

Table5

The aggregate amount that can be paid under an intergovernmental Intergovernmental Transfer Programs
program is based on an upper payment limit established in federal rule Authorized by the Legislature
and measured across a class of facilities, such as nursing homes, for all 5003 Bianmium
Medicaid eligible services. The state can choose how much of the | serice County Funds __ Total Funds
transfer payment a county may keep as part of the contract to authorize
the intergovernmental transfer. The state can require counties to return | Nursing Homes $5,081,660  $18,789,157
part of the total payment as a condition of participation in the | gty 533669 1,972,898
intergovernmental transfer.

Chemical Dependency 507,000 1,617,386
Table 5 shows the intergovernmental transfer appropriations authorized Mental Health 914719 793816
by the legidature. In all cases, the legidature appropriated the funds as : :
one-time payments or grants. The transfer income was not rolled into | 144 $6,337,048  $23,173,257
ongoing rate structures in case the federal rules are later amended. The

legislature wanted to avoid potential cost shift to the general fund.

Nursing Home | nter governmental Transfer Program

The largest Medicaid intergovernmental transfer program is for county funded nursing homes. The legislature
appropriated the maximum amount possible given the upper payment limit constraint. If al counties that support nursing
homes choose to participate at the maximum level, nursing home intergovernmental transfer payments would equal $19
million over the biennium. The legislature anticipated that the state would alow participating counties to retain double
the amount of their contribution and would require participating counties to transfer the remainder back to the state.
Under optimum conditions:

?? All counties would participate at the maximum alowable amount - providing $5 million county funds over the

biennium
?? The state would pay counties $19 million over the biennium
?? Countieswould keep $10 million (doubling their funds) and return $9 million to the state

The legislature appropriated $4 million of the amount returned by counties to the state to offset general fund appropriated
in the mental health Medicaid services program. The legislature appropriated the remainder (about $5 million) that was
returned by counties for one-time paymentsto all nursing homes.

All of the other intergovernmenta transfer programs (hospitals, chemical dependency, and mental health) anticipate
returning all Medicaid generated funds to participating counties.

Community Services for the Aged and Disabled and U.S Supreme Court Olmstead Decision

In June 1999 the U.S. Supreme Court issued a decision in the case of Olmstead v. L.C. The U.S. Supreme Court
responded to the fundamental question of whether it is discrimination to deny people with disabilities services in the most
integrated setting appropriate. Based upon the Olmstead decision, states are required to provide community based
services for persons with disabilities who would otherwise be entitled to institutional services when: 1) the state's
treatment professionals determine that such placement is appropriate; 2) the affected persons do not oppose such
treatments; and 3) the placement can be reasonably accommodated, taking into account the resources available to the state
and the needs of others who are receiving state supported disability services. The court cautioned that nothing in existing
federal law condones termination of institutional settings for persons unable to handle or benefit from community settings.

The legidature considered the impact of the U. S. Supreme Court decision in the Olmstead case on the operations of
DPHHS. This decision affects severa divisions within DPHHS. The most significant initial impacts are expected in the
Disability Services, the Addictive and Mental Disorders, and the Senior and Long-Term Care Divisions. The budget
approved by the legidature includes additional funding for those three divisions to further compliance with the
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requirements of the Olmstead decision. Additional discussion of the Olmstead decision is included in the Disability
Services Division.

TANF Block Grant and Childcare

The legidature significantly changed executive proposals for the disbursement of federal TANF block grant funds and the
second phase of welfare reform, FAIM Phase II. Historically, Montana's TANF grant award has been $43 - $45 million
per year. At the end of fiscal 2000, Montana had an accumulation of unexpended TANF funds in excess of $26 million
(please refer to Table 10 in the Human and Community Services Division narrative).

While Montana is among the states that have large TANF reserves, many states have not fully expended their allotment of
federal TANF funds. As the end of initial Congressional authorization of the TANF block grant nears, the future of
TANF funding is uncertain. It is currently unknown if Congress will allow states to maintain unexpended reserves, or if
Congress will reauthorize funding for TANF at the current level when reauthorization is acted on in 2002.

Due to uncertainties surrounding reauthorization of the TANF grant, the legislature chose to fully appropriate the grant,
including al reserve funds, to support activities that will essentially be one-time-only expenditures. These appropriations
became part of a proposal known as FAIM Phase II-R. Legidative priorities for the appropriation of TANF funds in
FAIM I1-R included:

?? Education and training leading to better paying jobs

?? Childcare

?? Transportation

?? Intensive services needed by some families to move from welfare to work

For further information on items included in the $31.8 million appropriated as part of the second phase of welfare reform,
FAIM Phase II-R, please refer to Table 11 in the Human and Community Services Division narrative.

The legidlature implemented reductions of approximately $1.7 million in general fund TANF maintenance of effort and
support for the food stamp issuance contract in the Human and Community Services Division. The legislature
appropriated about $1.0 million of the $1.7 million general fund reduction as matching funds to draw down the maximum
federal childcare fundsthat are available to the state under the Childcare Development Fund grant.

CHIP Federal Block Grant

The legidature appropriated sufficient general fund to maintain CHIP at the fiscal 2001 enrollment of 9,251, expand the
CHIP program to include mental health services provided under MHSP, and maintain financial eligibility at 150 percent
of the federal poverty level. The legislature did not accept the executive proposal to increase CHIP financial eligibility to
160 percent of the federal poverty level and the legidature did not increase funding to offset potentia inflationary
increases in the CHIP premium. Depending on the premium cost for CHIP that is determined for the 2003 biennium, the
numbers of children enrolled will change.

CHIPisfunded from afedera block grant requiring a state match based on a percent of the state Medicaid match rate. In
the 2003 biennium, the CHIP state match rate is 18.99 percent in fiscal 2002 and 18.89 percent in fiscal 2003. The state
has three years in which to spend each grant alotment and unexpended amounts revert to the federa
government.

Table 6 shows the federal CHIP grant amounts, 2001 biennium expenditures, 2003 biennium appropriations, and block

grant balances through the 2005 biennium if the CHIP program is maintained at fiscal 2003 levels. Administrative costs
for CHIP are limited to 10 percent of expenditures.
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Table 6
Allocation of CHIP Federal Grant
Department of Public Health and Human Servcies

Estimated Mental

Fiscal Reallocation of CHIP Headlth Total Net Annual Amount Carry Over

Year* Total Grant Reversion** Admin. Insurance Services Costs Activitly  Reverted**  Cumulative
1998  $11,740,395 $0 $0 $0 $0 $0 $11,740,395 $0  $11,740,395
1999 11,684,948 0 59,936 538,004 0 597,940 11,087,008 0 22,827,403
2000 13,173,122 0 428,796 4,558,617 0 4,987,413 8,185,709 5,469,735 25,543,377
2001 15,169,315 4,425,898 1,163,395 9,619,509 2,014,445 12,797,349 6,797,864 1,620,893 30,720,349
2002 15,169,315 1,311,564 1,293,848 10,585,395 2,353,082 14,232,325 2,248,553 0 32,968,902
2003 15,169,315 0 1,300,886 10,597,915 2,410,940 14,309,741 859,574 0 33,828,476
2004 15,169,315 0 1,300,886 10,597,915 2,410,940 14,309,741 859,574 0 34,688,050
2005 15,169,315 0 1,300,886 10,597,915 2,410,940 14,309,741 859,574 0 35,547,625
2006 15,169,315 0 1,300,886 10,597,915 2,410,940 14,309,741 859,574 0 36,407,199
2007 15,169,315 0 1,300,886 10,597,915 2,410,940 14,309,741 859,574 0 37,266,774

*The grant amounts are based on federal fiscal year, while expenditures are based on the state fiscal year. Expendituresin fiscal
2001 are based on the May budget status report issued by DPHHS and fiscal 2002 and 2003 expenditures are based on amounts
appropriated by the legislature, not including the pay plan. Costs after fiscal 2003 are based on the fiscal 2003 appropriation and are
listed for information purposes only.

**The reallocation of reverted CHIP grant is the actual amount for fiscal 2001 and estimated for fiscal 2002. As of May 22, 2001
DPHHS had not estimated whether it would revert funds from the fiscal 2000 CHIP grant.

Grant amounts for fiscal 1998 through 2002 are based on actual amounts, while expenditures and reversions for fisca
1998 through 2000 are based on actual amounts. Expenditures and reversions for fiscal 2001 are based on the May budget
status report prepared by DPHHS, and expenditures for fiscal 2002 and 2003 are based on HB 2 appropriated amounts,
not including the pay plan.

Depending on the ongoing federal grant amount received by the state, the fiscal 2002 CHIP appropriation will be dlightly
lower than the annual grant amount. As of late May 2001, DPHHS had not estimated whether it would revert federa
funds from the fiscal 2000 CHIP grant.

Reversion of CHIP Grant

In fiscal 2000, Montana reverted $5.5 million of unspent CHIP grant. Congress reallocated reverted grant amounts first to
states that had fully expended their grants and second to states that had not. Montana was reallocated $4.4 million of the
reverted amount, which must be expended by September 30, 2002. The amount of estimated reversion from the 1999
grant amount is $1.6 million and the estimated reallocation is $1.3 million.

During the session, legidators requested information on potentia expansions of the CHIP program, similar to the
expansion to cover menta health services, in order to offset current general fund costs and to ensure that the CHIP grant
was fully expended. Legislators reviewed information on expanding CHIP to cover physical health services fully funded
from the general fund and provided to children who are developmentally disabled.

Information provided by DPHHS indicated that the number of developmentally disabled children also eligible for CHIP
was quite small. However, the bigger barrier is the inability to establish rational criteria to ensure that only children who
are developmentally disabled would have access to the services. The mental health expansion was limited to children who
are diagnosed with a serious emotional disturbance; however, the designation of developmental disability is not always a
medical condition or medical diagnosis. Therefore, any special or additional services provided to children who were
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developmentally disabled would also have to be provided to al CHIP €eligible children, negating any potential genera
fund savings sought by the legislature.

2001 Biennium Supplemental Appropriation

The legislature approved a $60.4 million, including $15.9 million general fund, supplemental appropriation for DPHHS.
Table 7 shows the supplemental appropriation by program area.

Table7 Mental health services was the most significant

Supplemental Appropriation - 2001 Biennium component, accounting for nearly 3/4ths of the

— total supplemental. Cost over-runs in

Program Area Cost Over-Run General Fund Federal Funds Total of Total Medicaid phySI cal health services were _ab_OUt

27 percent. A small general fund appropriation

Mental Health Services $11,399,341  $32,549,140 $43,948,481 728% | covered a court settlement. The supplemental

Medicaid Physical Health Servcs 4,437,807 11,965,517 16,403,324 27.2% appropriation and  miti gati on p| ans are
Court Settlement 21,545 0 21,545 0.0%

= discussed in more detail in the narrative for
Total $15.858,603 $44.514.657 $60.373.350  100.0% | Heglth Policy and Services and the Addictive

and Mental Disorders Divisions.

Supplemental Appropriation Mitigation Plan

The legidature accepted the executive plan to mitigate the 2001 biennium supplemental appropriation for DPHHS. The
significant elements of the plan are:
?? Eliminate partial hospitalization for all persons and eliminate case management and care coordination for children in
the state-administered Mental Health Services Plan (MHSP) effective March 1, 2001
?? Offer a reduced array of services (Children's Basic Mental Health Services) - predominantly in-home and
community services - for children who are not eligible for CHIP effective March 1, 2001
?? Fund the Basic Mental Health Services for children not eligible for CHIP with general fund currently supporting the
state maintenance of effort for the federal TANF block grant retroactively from January 1, 2001 through the 2003
biennium
?? Change out-of-state hospital reimbursement and several components of reimbursement to all hospitals in the
physical health Medicaid program
Offset $4 million of Medicaid cost overruns with nursing home intergovernmental transfer revenue
Reduce 2003 biennium cost projections for MHSP by $3.8 million general fund
Offset $2.9 million of mental health services cost over-runs with increased Medicare reimbursement to the general
fund for state hospital services
?? Offset $1.3 million of general fund mental health services costs with state special revenue alcohol tax funds from
fiscal 2001 through the 2003 biennium
?? Offset $0.4 million of general fund with increased federal mental health block grant funds
?? Appropriate $2.6 million general fund and funding for 6.0 FTE for increased costs of the Montana State Hospital,
community mental health services, and planning to implement aregional mental health system

I3

Federal Poverty Level Index

Table 8 shows the 2001 federal poverty level index by family size for various levels of poverty. The index is published
each calendar year and updated in February or March. The index has increased 2 to 5 percent annually over the last
several years.
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Throughout the DPHHS appropriation summary there are Table8

references to program financial eligibility based on an 2001 Federal Poverty Index
established level of poverty. The levels of poverty shown in
Table 8 reflect most of the financial eligibility levels for DPHHS _
programs. CHIP financial eligibility is currently 150 percent of | Family <-----o-oeoeoeeoes Poverty Level* ---------roromeoooeo- >
the federal poverty level. Financia eligibility for some Medicaid | 228 100% 150% 175% 200%
programs for low-income children and pregnant women is 1
established at 133 percent and 100 percent of the federal poverty 2 11,610 17,415 20,318 23,220
level. MHSP financial €eligibility is established at 150 percent of 3 14,630 21,945 25,603 29,260
the poverty level. Chemical dependency services are provided to ‘51 17,650 26,475 30,888 35,300
6
7

Levels of Poverty by Family Size

$8,590 $12,885 $15,033 $17,180

individuals with incomes below 200 percent of the federal 20,670 31,005 36,173 41,340
poverty level. Eligibility for cash assistance benefits in the gggig igggg 3(13‘7‘22 gjgg
Families Achieving Independence in Montana (FAIM) program ’ ‘ ’ ‘

) : 8 29,730 44,595 52,028 59,460
is established at 95.5 percent of the federal poverty level.

Each Additional
L anguage Person $3,020 $4,530 $5,285 $6,040

The department s_haII provid_e_ the following information_ by *The poverty level is updated annually and historically
program to the Children, Families, Health and Human Services | pasincreased from 2 to 5 percent.
Interim Committee and to the Legidative Finance Committee by

August 1, 2002:
1) rates paid by each program for comparable services; and
2) entry level and average hourly wage and benefit rates paid by community providers for direct care workers and
group home employees.

The information must specify how the data was gathered, whether and how the department verified the data, and must be
presented to allow evaluation among comparable services and jobs.

Funds appropriated, or indicated in legislative intent as having been appropriated, for grants or benefits and claims may be
expended only as grants or benefits and claims. The office of budget and program planning may authorize a transfer of
appropriation authority from grants or benefits and claims to another category of expenditure under one of the following
conditions:
1) the department certifies to the Office of Budget and Program Planning that federa law or regulations require
that funds appropriated in grants or benefits and claims must be expended in a different category of expenditure;
or,
2) the department certifies to the Office of Budget and Program Planning that there will be savings if funds
appropriated in grants or benefits and claims are transferred and expended in another category of expenditure.

The Office of Budget and Program Planning shall report to the Legislative Finance Committee on transfers approved
subject to these two conditions.

Items [Heath Policy and Services Division], [Senior and Long-Term Care Division], and [Addictive and Mental
Disorders Division] include appropriations of state special revenue for provider rate increases funded from the interest
income on the tobacco settlement trust fund provided for in Article XII, Section 4, of the Montana constitution. If the
interest income on the tobacco settlement trust fund provided for in Article X11, Section 4, of the Montana constitution is
insufficient to fully fund the state specia revenue appropriations in items [Health Policy and Services Division], [Senior
and Long-Term Care Division], and [Addictive and Mental Disorders Division], the legidature intends that the
department find aternative funding sources to fully fund the provider rate increases. Alternative sources may include, but
are not limited, to enhanced Medicaid intergovernmenta transfer programs and transfers of general fund money from
other appropriations.
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Item [Operations and Technology Division] includes a reduction of general fund of $158,038 in fiscal 2002 and $158,038
in fiscal 2003. This reduction is the equivalent of a 15 percent reduction in fiscal 2000 base budget travel expenses. The
department may reallocate this reduction in funding among divisions when devel oping 2003 biennium operating plans.

Item [Operations and Technology Division] includes a reduction of $542,660 genera fund in fiscal 2002, and $544,550
general fund in fiscal 2003. The department may reallocate this reduction in funding among divisions when developing
2003 biennium operating plans. The Office of Budget and Program Planning shall provide a report that details
reallocation to the Legidative Finance Committee by October 15 of each fiscal year.

Other Legidation
Major bills that affect DPHHS are summarized. Some of the bills are discussed in more detail in conjunction with the
programs they impact.

House Joint Resolution 1 - HIR 1, recommended by the Legidative Finance Committee (LFC) from its 2001 interim
mental health study, directed the LFC to undertake a study of public mental health services during the 2003 biennium.
The study will be conducted by a subcommittee of the LFC, Legidlative Audit Committee, Children, Families, Health, and
Human Services, Law, Justice, and Indian Affairs, and State Administration, Public Retirement Systems, and Veterans
Affairs interim committees. The study will monitor the continued development of appropriate and effective community
services to serve persons in the least restrictive environment, the cost-effective provision of services, and the use of best
practices, including the evolution of more sophisticated case management, issues of commitment to community facilities,
programs, and treatment and involuntary medication identified in the 1999-2000 interim process, and issues of mental
health services with respect to corrections and veterans' affairs.

House Bill 5 - HB 5 appropriated funds for capital projects. DPHHS received three appropriations for improvements to
ingtitutions. The legislature appropriated $300,000 long-range building funds for a cooling system for the Montana
Mental Health Nursing Care Center. HB 5 also appropriates state special revenue from cigarette tax proceeds allocated to
Montana Veterans Home: The Montana Veterans Home received $1,179,274 for ongoing costs of construction of the
specia care unit and $187,530 for other capital improvements;, and $290,250 was allocated to the Columbia Falls
Veterans Home for capital improvements. Originaly, the executive requested $41 million for construction of a new
office building for DPHHS, which was not approved.

House Bill 10 - HB 10 appropriates oil overcharge money in biennial appropriations, including appropriations to the
department of:
?? $15,000 for the Montana Food Bank Network to be used for transportation of food
?? $11,000 for grantsto Area Agencies on Aging to provide transportation for seniors to nutrition sites
?? $229,000 for the Weatherization program
?? $300,000 of which $90,000 is to be contracted to Energy Share to address home heating emergencies and $210,000
allocated 30 percent to Energy Share and 70 percent to the Weatherization program

House Bill 38 - This bill provides that the department may purchase surplus state vehicles for purchase by recipients of
TANF funded services and establishes criteria for vehicle purchase by TANF recipients. FAIM Phase I1-R includes
$791,899 for transportation, which could be used to purchase vehicles.

House Bill 124 - HB 124 transferred administration of public welfare programs to DPHHS and provided that the program
costs of both public welfare and child welfare functions be funded from the general fund instead of county funds. Dueto
the fiscal impact of HB 124, general fund was increased by $28.6 million over the biennium and state special revenue was
reduced by $27.3 million.

House Bill 273 - This bill provided for the transfer of amost $3.5 million of TANF funds to the affordable housing
revolving loan fund and clarifies the use of these funds.
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House Bill 353 - This hill provides that schools wishing to operate a school breakfast program may apply to the Office of
Public Instruction for funding of start-up costs.

House Bill 456 - HB 456 expanded Medicaid digibility to individuals under the age of 65 who require treatment of breast
or cervical cancer or both, or for a pre cancerous condition of either the breast or cervix and who is not eligible under
other mandatory medically needy category of eligibility. The individual must have been screened under the Montana
breast and cervical health program established under Title XV of the Public Health Service Act. Since financia digibility
for the screening program is established at 200 percent of the federal poverty level, this category of Medicaid dligibility
will also cover persons with incomes up to 200 percent of the federal poverty level. HB 456 appropriates $129,270
general fund in fiscal 2002 and $258,540 general fund in fiscal 2003 to match federal Medicaid funds for this program.
HB 456 directs that the department consider using income from the tobacco settlement trust fund to pay for ongoing state
Medicaid match for the program in its 2005 biennium budget request.

House Bill 468 - HB 468 created a hearing-screening program for newborn infants to provide early detection of hearing
loss. HB 468 directs DPHHS to implement the program to encourage a hearing-screening test for all newborn infants to
be completed before hospital discharge or no later than three months after birth. HB 468 appropriates $100,000 over the
biennium from the telephone line state specia revenue that funds the Montana Telecommunications Access Program to
purchase newborn hearing screening equipment.

House Bill 526 - This hill establishes a summer youth employment program. HB 2 includes language that if (based upon
the department report to the Legidative Finance Committee in March 2002) there are unexpended TANF funds for which
thereis no expenditure plan, $1.5 million of federal TANF funds are appropriated for this program.

House Bill 615 - This bill revised TANF maintenance of effort and reduced the statutory requirement for maintenance of
effort from 77 percent to 75 percent. The reduction in the general fund maintenance of effort requirement is reflected in
appropriationsincluded in HB 2.

Senate Joint Resolution 2 - SIR 2, recommended by the LFC from its 2001 interim mental health study, supported the
executive proposal to fund training for law enforcement and other persons who deal with persons with a serious and
disabling mental illness. SIR 2 requested that DPHHS and the Department of Corrections coordinate and collaborate with
the Department of Justice, the Montana Board of Crime Control, the Peace Officer Standards and Training Council,
Digtrict Courts, courts of limited jurisdiction, the State Bar of Montana, the Community Mental Health Centers, and other
mental health professionals to develop, coordinate, and integrate training on issues regarding mental illness and other co-
occurring disorders that present themselves in persons at various stages of the crimina justice system. SJR found that
such training is necessary to protect the rights of persons with mental illness, to provide appropriate treatment in the least
restrictive setting, to protect all members of society, and to use the resources of local and state government in the most
effective manner. The legidature appropriated $135,270 in HB 2, including $85,543 general fund and 1.0 FTE, to
coordinate and structure such training.

Senate Joint Resolution 8 - SIR 8 requested a legislative interim study of the privatization of foster care and adoption
services be completed by September 15, 2002. This resolution provides that the study may consider a number of items
including payment and reimbursement issues and the impact of privatization on current state employees involved in foster
care and adoption administration and services.

Senate Bill 77 - This bill revised laws governing public assistance, including the addition of provisions for a program of
non-financial assistance as allowable within federal laws.
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Senate Bill 82 - SB 82, recommended by the LFC from its 2001 interim mental health study, revised laws on public
mental health system and managed care. SB 82 generally amended some provisions established by passage of SB 534 in
the 1999 |egidative session to deal with the end of the statewide menta health managed care act. 1n general SB 82:
?? Rescinded the requirement for a Medicaid managed care community network to meet the financia solvency and
licensure requirements for an insurance company
?? Required DPHHS to ensure that prospective managed care contractors can bear the level of financial risk associated
with a potential Medicaid managed care contract
?? Changed the definition of a managed care community network so it clearly excludes contractors for Medicaid
services reimbursed on afee-for-service basis
?? Repealed the requirements for DPHHS to incrementally implement mental health managed care and to hire a
consultant for advice on mental health system requirements
?? Moved, but did not change statutes governing state administered public mental health services and the Menta
Health Oversight Advisory Council to more appropriate areas of the MCA

Senate Bill 107 - SB 107, recommended by the LFC from its 2001 interim mental health study, establishes use of two-way
electronic audio-video communication to be considered a hearing in open court. The audio-video communication must
operate so that the respondent or patient, the respondent's or patient's counsel, and the judge can see each other
simultaneously and converse with each other, so that the respondent or patient and the respondent’s or patient's counsel
can communicate privately, and so that the respondent or patient and counsel are both present during the two-way
electronic audio-video communication. The court may not allow use of audio-video communication if a respondent or
patient, the respondent's or patient's counsel, or the professional person object to two-way electronic audio-video
communication in lieu of a court hearing in person. Precommitment costs related to the use of two-way electronic audio-
video communication in the county of commitment must be paid by the county in which the person resides at the time that
the person is committed. The costs of the use of two-way electronic audio-video communication from the state hospital
for a patient who is under a voluntary or involuntary commitment to the state hospital must be paid by the state. The
legislature appropriated $15,990 general fund over the biennium in HB 2 to implement SB 107.

Senate Bill 108 - SB 108, recommended by the LFC from its 2001linterim mental health study, established Advanced
Practice Registered Nurses (APRN) (masters-level) with a clinical speciaty in psychiatric mental health nursing as
"professional persons’ for the purposes of the mental health laws, which allows them to testify in court proceedings and to
order medication in amental health facility.

Senate Bill 116 - This bill revised child abuse and neglect laws and included provisions:
?? Requiring an employee of an entity that contracts with the department to provide direct services to children report
suspected cases of child abuse and neglect
?? Allowing the department to assess reports of abuse and neglect and make a determination regarding the level of
response required and timeframe within which action must be initiated (thisis a modification to the requirement that
the department investigate all reports of abuse and neglect)
?? Clarifying language regarding payment for court ordered services including that the department must consent to the
services and inform the court that resources are available to pay for services ordered by the court
Defining transitional living programs and providing the department authority to administer those programs
Specifying that the department shall require an applicant for a youth foster home license submit to a criminal and
child protection background check

Yds
Yds

Senate Bill 132 - This bill: 1) provided for a safe haven for abandoned newborns; 2) provided that the department assume
care, control, and temporary protective custody of the newborn; and 3) required the department establish a safe delivery
program and the components of the program. The provisions of SB 132 are effective July 1, 2001 and terminate June 30,
2004.
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Senate Bill 135 - SB 135, recommended by the LFC from its 2001interim mental health study, revised mental health
ombudsman laws. Some of the changes include:

?? Prohibiting the Ombudsman from providing legal advice

?? Requiring the Ombudsman to prepare an annual report

?? Attaching the Ombudsman to the Governor’s Office rather than the Mental Disabilities Board of Visitors

Senate Bill 170 - This bill modifies child abuse and neglect laws and clarifies some court practices and timelines
applicable to actions on child abuse and neglect cases.

Senate Bill 264 - SB 264 amended statutes governing the allocation to DPHHS of liquor license, and beer and wine taxes
to a state specia revenue fund for the purposes of prevention and treatment of alcoholism. This act implemented one of
the executive proposals to mitigate the 2001 biennium supplemental appropriation. The amendments include allowing the
use of fundsfor:

Treatment and prevention of chemical dependency

Treatment of mental illness for persons who are determined to have a serious and disabling mental illness as well as
chemically dependent

Payment of services provided by for-profit state approved programs

SB 264 also:

Required DPHHS distribute at least $1 million to counties prior to expending funds for persons with mental illnesses
Limited expenditures to treat persons with amental illnessto $1.3 million for the biennium

Placed a sunset on use of funds to treat persons with amental illness of July 1, 2003

33

33III

House Bill 324 - HB 324 revised childcare licensing statutes to require the department to adopt rules for day-care centers
that provide day care on an irregular basis. DPHHS must adopt rules for such day-care centers and issue and issue a
license to a person to receive children into a day-care center on an irregular basis if the person chooses to apply for
licensure.

Senate Bill 338 - SB 338 made severa changes to statutes that govern the CHIP program. The most significant change
allowed DPHHS to make direct payments for CHIP services to health care providers and to establish its own fee-for-
services schedule for such providers. The change will allow DPHHS to fund mental health services through the state
administered Mental Health Services Plan (MHSP) for children eligible for CHIP and MHSP. The executive initialy
requested that financial eligibility for CHIP be raised from 150 percent of the federal poverty level to 160 percent and
included funding in the DPHHS budget request. The legislature did not approve the change in financial eligibility.

Senate Bill 339 - Thishill generally revised the law governing public assistance, including how the state and counties will
work together to administer public assistance programs.

Senate Bill 442 - This hill established arevolving loan fund for low-income individuals. Loans not to exceed $8,000 may
be provided to recipients of TANF funded servicesfor:

Payment for job training expenses

Payment for home repair work for weatherization and energy conservation

Payment of short-term bills, excluding fines or bad debt

Payment for business startup costs or business inventory costs, excluding construction

Payment for gaps in loan payments for escrow costs, for the period before other loans are made, and for closing
costs or costs for participating in other loan programs

Providing assistance

3III

3
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 435.95 12.00 3.25 451.20 12.00 3.25 451.20 451.20
Personal Services 16,488,993 (57,354) 570,541 17,002,180 43,807 704,570 17,237,370 34,239,550
Operating Expenses 8,185,024 (879,003) 18,425,986 25,732,007 (964,977) 4,033,901 11,253,948 36,985,955
Equipment 111,077 0 0 111,077 0 0 111,077 222,154
Capital Outlay 6,356 0 0 6,356 0 0 6,356 12,712
Grants 15,085,953 1,300,000 56,271 16,442,224 1,700,000 56,271 16,842,224 33,284,448
Benefits & Claims 55,908,900 3,757,415 59,537,314 119,203,629 3,757,415 60,673,771 120,340,086 239,543,715
Transfers 0 0 28,950 28,950 0 29,221 29,221 58,171
Debt Service 44,855 0 0 44,855 0 0 44,855 89,710
Total Costs $95,831,158 $4,121,058  $78,619,062 $178,571,278 $4,536,245  $65,497,734  $165,865,137 $344,436,415|
General Fund 19,601,819 (635,175) 2,773,615 21,740,259 (651,890) 3,090,614 22,040,543 43,780,802
State/Other Special 3,484,798 (127,065) (3,356,606) 1,127 (107,482) (3,376,187) 1,129 2,256
Federal Specia 72,744,541 4,883,298 79,202,053 156,829,892 5,295,617 65,783,307 143,823,465 300,653,357
Total Funds $95,831,158 $4,121,058  $78,619,062 $178,571,278 $4,536,245  $65,497,734  $165,865,137 $344,436,415

Program Description

The Human and Community Services Division is comprised of three bureaus: 1) Public Assistance; 2) Early Childhood
Services; and 3) Intergovernmental Human Services.

The Public Assistance Bureau administers Montana's welfare reform initiative, known as FAIM (Families Achieving
Independence in Montana). The bureau also provides eligibility services for Medicaid, CHIP (Children's Health Insurance
Program), and food stamps.

The Early Childhood Bureau: 1) manages the funds which pay for childcare for FAIM participants and low-income
working families; 2) contracts with 12 resource and referral agencies to administer childcare eligibility, provider
recruitment, and technical assistance; and 3) administers the Child and Adult Care Food Program, which provides
reimbursement to providers for the cost of meals served to eligible children.

The Intergovernmental Human Services Bureau administers: 1) the Community Services Block Grant, which is used by
ten Human Resource Development Councils to provide a wide range of community-based human services; 2) the Low-
Income Energy Assistance Program and weatherization program; 3) five other weatherization programs; 4) the
Emergency Shelter Grants program; and 5) U. S. Department of Agriculture (USDA) commodities programs. The bureau
stores and distributes USDA commodity foods to a wide range of recipients.

Statutory authority for the program is provided in Title 53, Chapter 2, MCA, and 45 CFR.

Program Narrative

The major program functions of the division and their funding are summarized in Table 9. Public assistance programs,
including cash assistance, employment and training, and food stamps comprise the largest share of the division’s funding.
These three items, not including related administrative costs, comprise 61.0 percent of the division's funding. When
eligibility determination costs for FAIM, Food Stamps, and Medicaid are added to the total for benefits and services,
public assistance related programs comprise 66.1 percent of the funding for the divison. The next largest function of the
division is Early Childhood Services, including childcare and the Child and Adult Care Food Program. Early Childhood
Services comprises 25.1 percent of the division's funding.
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Table9
Human and Community Services Division
Summary of Mgjor Program Functions with Funding

Fiscal 2000 Base Budget Fiscal 2002 Appropriation Fiscal 2003 Appropriation Percent of
General State Federal Total General State Federa Tota Generd State Federal Total Division
Function Fund Special Funds Fund Specia Funds Fund Specia Funds Tota
Administration - Division $116,083 $0 $222,491 $338,574 $99,093 $0 $199,127 $298,220 $98,484 $0 $200,754 $299,238 0.2%
Public Assistance
Administration - Public Assistance $915,699 $0 $716,802 $1,632,501 $885,178 $0 $800,238 $1,685,416 $879,216 $0 $793,760 $1,672,976 1.0%
Administration - County 5,681,459 3,074,959 8,416,290 17,172,708 4,999,592 0 3,095,158 8,094,750 3,700,120 0 3,115,040 6,815,160 4.1%
Cash Asst/Employment & Training 10,538,591 406,001 22,214,085 33,158,677 13,046,058 1,127 103,101,982 116,149,167 14,332,981 1,129 86,762,702 101,096,812 61.0%
Subtotal Public Assistance $17,135,749 $3,480,960 $31,347,177 $51,963,886 $18,930,828 $1,127 $106,997,378 $125,929,333 $18,912,317 $1,129 $90,671,502 $109,584,948 66.1%
Percent of Total 33.0% 6.7% 60.3% 100.0% 15.0% 0.0% 85.0% 100.0%) 17.3% 0.0% 82.7% 100.0%
Energy and Commodity Assistance:
Admin. - Energy and Commodities $32,702 $3,838 $3,052,195 $3,088,735 $31,878 $0 $3,868,223 $3,900,101 $31,933 $0 $3,873,379 $3,905,312 2.4%
Benefits - Energy and Commodities 76,000 0 9,761,480 9,837,480 76,085 0 11,417,608 11,493,693 76,086 0 10,588,192 10,664,278 6.4%
Subtotal Energy and Commodity Asst. $108,702 $3,838 $12,813,675 $12,926,215 $107,963 $0 $15,285,831 $15,393,794 $108,019 $0 $14,461,571 $14,569,590 8.8%
Percent of Total 0.8% 0.0% 99.1% 100.0% 0.7% 0.0% 99.3% 100.0%) 0.7% 0.0% 99.3% 100.0%
Early Childhood Services:
Administration - Childcare $0 $0 $326,246 $326,246 $0 $0 $378,704 $378,704 $0 $0 $380,248 $380,248 0.2%
Benefits - Childcare 2,357,070 0 16,875,455 19,232,525 2,701,468 0 21,391,734 24,093,202 3,020,207 0 25,131,355 28,151,562 17.0%
Quality - Childcare 0 0 2,074,092 2,074,092 0 0 2,074,092 2,074,092 0 0 2,074,092 2,074,092 1.3%
Head Start Collaborative 298 0 93,729 94,027 0 0 150,297 150,297 0 0 150,297 150,297 0.1%
Child and Adult Care Food Program 0 0 9,214,167 9,214,167 0 0 10,551,856 10,551,856 0 0 10,954,400 10,954,400 6.6%
Subtotal Early Childhood Services $2,357,368 $0 $28,583,689 $30,941,057 $2,701,468 $0 $34,546,683 $37,248,151 $3,020,207 $0 $38,690,392 $41,710,599 25.1%
Percent of Tota 7.6% 0.0% 92.4% 100.0% 7.3% 0.0% 92.7% 100.0%) 7.2% 0.0% 92.8% 100.0%
Total Human and Community Serv. Div. $19,601,819 $3,484,798 $72,744,541 $95,831,158 $21,740,259 $1,127 $156,829,892 $178,571,278 $22,040,543 $1,129 $143,823,465 $165,865,137 100.0%
Percent of Total 20.5% 3.6% 75.9% 100.0%) 12.2% 0.0% 87.8% 100.0% 13.3% 0.0% 86.7% 100.0%

PUBLIC HEALTH & HUMAN SERVICES B-19 HUMAN AND COMMUNITY SERVICESDIVISION




PUBLIC HEALTH & HUMAN SERVICES 02-HUMAN AND COMMUNITY SERVICES DIVISION

TANF

The Persona Responsibility and Work Opportunity Reconciliation Act of 1996 created the Temporary Assistance for
Needy Families (TANF) block grant and replaced the former Aid to Families with Dependent Children (AFDC) program
with the TANF program. This legislation marked the beginning of welfare reform at the federa level and the emphasis
of moving families from welfare to work. Additionally, this legislation changed funding for welfare programs from an
open ended entitlement program to a specified, limited amount of funding that would be available to the state as a block
grant. Montana's welfare reform project, Families Achieving Independence in Montana (FAIM), began in February
1996 and FAIM became Montana s TANF program in February 1997.

The current authorization of the Temporary Assistance for Needy Families (TANF) grant expires in fiscal 2003
(September 2002) and the program will require reauthorization by Congress. It is unknown what will occur when
Congress considers reauthorization during the summer and fall of 2002. However, the large surpluses of funds that have
not been expended by many states may be an indication that unexpended funds will be reallocated and/or that TANF
grants will be reduced when reauthorization occurs. Additionally, the reallocation of unexpended federal Children's
Health Insurance Plan funds may be a further indication that unexpended federal funds will be reallocated to states that
have fully expended their federal alocations.

Due to the uncertainty surrounding the continued availability of unexpended TANF funds and the precedence set by
reallocation of federal CHIP funds, the legislature appropriated all available TANF funds in HB 2. Appropriations of
TANF funds, as included in HB 2, would result in expenditure of all prior year unexpended federal TANF funds by the
end of the 2003 biennium (Table 10).

Table 10
Temporary Assistance of Needy Families (TANF)
Summary of Federal Funds

Description 1997 Grant 1998 Grant 1999 Grant 2000 Grant 2001 Grant 2002 Grant* 2003 Grant*
Summary of Federal Grant Funds

TANF Grant by State Fiscal Year $21,272,258 $47,763,385 $45,767,143 $45,347,864 $45,308,056 $45,308,056  $45,308,056
Less Fort Belknap Indian Community 0 0 0 0 (718,509) (958,012) (958,012)
Plus Performance Bonus 0 0 0 0 2,276,700 0 0
Revised TANF Grant by State Fiscal Year $21,272,257 $47,763,385 $45,767,143 $45,347,864 $46,866,247 $44,350,044  $44,350,044

Federal Expenditures by State Fiscal Year** $14,730,474 $29,897,481 $25,150,387 $29,812,525 $31,912,525 $55,441,729  $39,113,601

Transfer to CCDF 5,657,669 7,000,000 5,500,000 7,612,239 7,612,239 7,612,239 9,372,239
Transfer to Title XX 774,065 2,850,000 0 4,250,000 4,250,000 4,250,000 3,860,602
Total Federal Expenditures/Transfers $21,162,208 $39,747,481 $30,650,387 $41,674,764 $43,774,764  $67,303,968 $52,346,442
Annual Carry-over Funds $110,049 $8,015904  $15,116,756 $3,673,100 $3,091,483 ($22,953,924)  ($7,996,398)
Cumulative Carry-over Funds 8,125,953 23,242,709 26,915,809 30,007,292 7,053,368 (943,030)
Maximum Amount of Transfers:

Both Childcare and Title XX (30%) $6,381,677 $14,329,015 $13,730,143 $13,604,359 $14,059,874  $13,305,013 $13,305,013

Title XX (10% through FFY 2001, 2,127,226 4,776,338 4,576,714 4,534,786 4,686,625 1,884,877 1,884,877

decreases to 4.25% unless changed by
Congressional action.)

*Fiscal 2002 and 2003 expenditures are estimated to be equal to fiscal 2000 expenditures plus present law adjustments and new proposals.

Although FAIM Phase |1-R isabiennial appropriation, this table includes a portion of the biennial appropriation in each fiscal year of the 2003 biennium.
**The TANF Block Grant authorization by Congress expires September 30, 2002. This table assumes that the TANF grant is reauthorized at the same level.
Fiscal 2001 expenditures increased by $2.1 million the difference between the $1.1 million expended in foster care in fiscal 2000 and the planned expenditure
of $3.2 million in fiscal 2001.
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FAIM Phasell-R

Montana implemented welfare reform in February 1997. Those FAIM recipients who have continued to participate in
the program since the beginning of welfare reform will reach the lifetime limit of 60 months of assistance in February
2002. As welfare reform continues and significant events such as reaching lifetime limits on assistance and federa
reauthorization of TANF approach, the FAIM program has been modified by a second phase of welfare reform known as
FAIM, Phase lI-R.

The components of FAIM Phase 11-R, shown in Table 11, are included in House Bill 2 as line items (except increased
benefitgassistance which is not a line item in HB 2). The components of FAIM Phase |1-R focus on the following
priorities: 1) education and training programs targeted at jobs that provide higher wages than the traditional services
industry jobs that typically employ many FAIM participants; 2) contracted services to address the need for assessments
and intensive services for some families; 3) proposals to address housing needs of low-income families; and 4) proposals
to address transportation needs of low-income families.

Figure
FAIM Phase I1-R

Item Fiscal 2002  Fiscal 2003
Parents As Scholars $1,331,183 $0
Tribal Projects 2,489,360 0
Tribal NEW 1,139,093 1,116,468
Non-Traditional Job Training 841,394 0
Other Non-Traditional Training Programs -Tribal 989,875 0
Other Non-Traditional Training Programs -Non-Tribal 494,937 0
High-Wage, High-Skill Training 494,937 485,108
Assessment Services - Intensive Case Management 1,092,974 1,071,267
Chemical Dependency Home 629,560 0
Learning Disabilities Contracted Services through OPI or Tribal Colleges 593,924 0
Mental Health Services 494,937 0
Family Drug Court 395,950 0
L ow-Income Housing 3,464,561 0
Transportation 791,899 0
Additional Month Grant for Working Families 1,228,979 1,204,570
Emergency Supportive Services for Working Families 1,025,510 274,209
School Breakfast Program (HB 353) 178,178 0
Individual Development Accounts 138,742 135,986
Children as Scholars (Head Start) 1,979,874 0
TEAMS Reprocurement/Enhancements 989,875 485,107
Increased Benefits/Assistance* 3,061,322 2,745,226
Children's Trust Fund 250,000 250,000
Total $24,097,064  $7,767,941
*The appropriation for thisitem isincluded initem 1in HB 2.

The legislature restricted the use of some TANF funded items. HB 2 includes restricted appropriations of federal funds
for Tribal Projects; Nontraditional Job Training - Tribal; High-Wage, High-Skill Training; and Adult Basic Education.
The legidature approved the use of a portion of the funding in the Tribal Projects item for evaluations, feasibility studies,
and data collection activities by individual or groups of Montana tribes.
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Benefits and Grants

Table 12 summarizes appropriations for benefits and grants. In addition to FAIM Phase II-R, notable changes in
appropriations for benefits include:
?? Appropriation of $103.3 million federal funds for the biennium for Food Stamps that were previously a non-
budgeted expenditure
?? Increased funding for energy and commodity assistance benefits of $4.2 million for the biennium
?? Increased funding for childcare benefits, totaling $13.8 million for the biennium

Funding for grants remains relatively constant with an increase of $3.0 million for the biennium, with Child and Adult
Food Care program grants being the only significant change.
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Table 12
Human and Community Services Division
Summary of Benefit and Grant Programs by Fund Source
Fiscal 2000 Actual Fiscal 2002 Appropriation Fiscal 2003 Appropriation
General  State Specia Federa Total General  State Specia Federa Tota Generd  State Specia Federa Total
Program/Benefits and Grants Fund Revenue Funds Funds Fund Revenue Funds Funds Fund Revenue Funds Funds
Benefits
TANF/FAIM
Cash Assistance $2,550,130 $304,859 $19,851,623 $22,706,612 $0 $0 $24,098,704 $24,098,704 $0 $0 $23,848,704 $23,848,704
Employment & Training 3,940,698 0 515,874 4,456,572 4,511,219 0 532,076 5,043,295 4,442,452 0 0 4,442,452
Community Services 265,392 0 9,004 274,396 265,392 0 9,004 274,396 265,392 0 9,004 274,396
Support Services 611,058 0 70,731 681,789 1,500,000 0 70,731 1,570,731 1,500,000 0 62,054 1,562,054
Other TANF/FAIM 53,793 0 30,850 84,643 51,673 0 1,248,411 1,300,084 51,693 0 0 51,693
Subtotal TANF/FAIM $7,421,071 $304,859 $20,478,082  $28,204,012 | $6,328,284 $0 $25,958,926 $32,287,210 |  $6,259,537 $0 $23,919,762 $30,179,299
Refugee Services $0 $0 $0 $0 $0 $0 $44,500 $44,500 $0 $0 $44,500 $44,500
Food Stamp Employ & Training 132,765 27,084 281,136 440,985 265,159 54,092 561,487 880,738 265,159 54,092 561,487 880,738
Food Stamps 0 0 0 0 0 0 51,652,161 51,652,161 0 0 0 51,652,161
Energy and Commodity Asssistance
BPA 0 0 222,749 222,749 0 0 288,580 288,580 0 0 288,566 288,566
Reach 0 0 0 0 0 0 491,408 491,408 0 0 245,659 245,659
CSFP 0 0 0 0 0 0 235,203 235,203 0 0 235,152 235,152
Food Distribution 0 0 1,171,405 1,171,405 0 0 1,429,469 1,429,469 0 0 1,778,561 1,431,055
Emerg. Shelter Services 0 0 446,161 446,161 0 0 446,167 446,167 0 0 1,431,055 446,096
Weatherization 0 0 1,306,119 1,306,119 0 0 1,637,630 1,637,630 0 0 1,637,645 1,637,645
Low-income Energy Assist. 0 0 6,193,524 6,193,524 0 0 6,981,168 6,981,168 0 0 6,411,199 6,411,199
Comm. Svc. Block Grant 0 0 2,360,054 2,360,054 0 0 2,400,225 2,400,225 0 0 2,400,456 2,400,456
Other Energy and Commodity 97,534 0 30,518 128,052 97,152 0 30,074 127,226 97,142 0 30,114 127,256
Subtotal Energy/Commodity $97,534 $0 $11,730,530 $11,828,064 $97,152 $0 $13,939,924 $14,037,076 $97,142 $0 $14,458,407 $13,223,084
Childcare 2,344,805 0 13,091,034 15,435,839 2,690,651 0 17,611,293 20,301,944 3,009,317 0 21,350,987 24,360,304
Tota Benefits $9,996,175 $331,943 $45,580,782  $55,908,900 | $9,381,246 ,092 $109,768,291 $119,203,629 | $9,631,155 $54,092 $60,335,143 $120,340,086
Grants
TANF/FAIM $0 $0 $346,538 $346,538 $142,990 $29,047 $261,578 $433,615 $142,990 $29,047 $261,578 $433,615
Refugee Services 0 0 87,077 87,077 0 0 0 0 0 0 0 0
Child and Adult Food Care 0 0 8,849,912 8,849,912 0 0 10,149,912 10,149,912 0 0 10,549,912 10,549,912
Childcare discretionary 0 0 3,747,053 3,747,053 0 0 3,747,053 3,747,053 0 0 3,747,053 3,747,053
Childcare Quality 0 0 2,035,382 2,035,382 0 0 2,035,382 2,035,382 0 0 2,035,382 2,035,382
Headstart 0 0 19,991 19,991 0 0 76,262 76,262 0 0 76,262 76,262
Total Grants $Q $2 $15,085,953 $15,085,953 $142,990 $29,047 $16,270,187 $16,442,224 $142,990 $29,047 $16,670,187 $16,842,224
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Funding

The Human and Community Services Division has historically been funded by a combination of general fund, state
specia revenue (county reimbursements), and federal funds. General fund provides: 1) Maintenance of Effort (MOE)
for Temporary Assistance for Needy Families (TANF) and Childcare Development Fund (CCDF) grants;, and 2)
matching funds for federal programsincluding food stamp and Medicaid programs.

As illustrated in Table 13, general fund

Table 13 . L,
Human and Community Services Division Funding prOV!deS_ 12_-2 percent of the d|V|S'0r?5
e __ — funding in fisca 2002 and 13.3 percent in
1 -egisiative Appropriaion - Percentof | gigeal 2003, a decrease from fiscal 2000
Fund Source Actua Fiscal 2002 Fiscal 2003 Total .
o . . N when genera fund comprised 20.5 percent
General Fun 19,601,819  $21,740,259  $22,040,543 13.3% -
Percent of Totd 20.5% 15 200 13.3% of the support for the_ d_|v_|3|on. Gen_eral fund
_ support for the division was impacted
State Specia Revenue rimarilv by
Food Stamp Recoupment Act $100,000 $1,127 $1,129 0.0% p y by:
County Reimbursements 3,074,959 0 0 0.0% ?? HB124 was passed by the Iegislature
FAIM Financial County 309,839 0 0 0.0% and prOVideS that publIC assistance
Subtotal State Special Revenue $3,484,798 $1,127 $1,129 0.0% .
Percent of Total 36% 0.0% 0.0% programs be funded vylth general fund
rather than state specia revenue from
Federal Funds ti D to the fiscal i act of
Food Stamp Administration $554,534  $52,342,563 $52,336,131 31.6% countes.  Due to the 1iscal 1impact o
TANF Benefits 20,856,570 44,745,194 28,417,011 17.1% HB 124, general fund in this division
Discretionary Childcare 12,171,168 15,254,287 18,262,908 11.0% .
Child Nutrition 9214167 10554441 10,957,002 6.6% was increased by $3,852,988 and
Cost Allocation o 8,988,391 8,252,683 8,248,237 5.0% $4,006,121 in fiscal 2002 and 2003,
LIEAP Block Gr_antAdmmlstratlon 6,473,164 7,277,333 6,698,893 4.0% respectively, and state speci a revenue
Childcare Matching 3,589,753 5071,365 5,802,365 3.5% educed b 356,606 d
Childcare Mandatory/MOE 3,142,626 3,140,175 3,140,175 1.9% was reauc y $3,356, an
CSBG Administration 2,558,022 2,601,973 2,602,930 1.6% $3,376,187
Food Distribution Federal Expense 1,499,066 1835313 1,837,871 1.1% ” : A
Westherization Benefits 1,403,353 1773358 1,773,818 1.1% 7? The legisiature approved areduction in
Food Stamp Employement/Train.100 407,014 933,216 944,291 0.6% the TANF MOE from 77 percent to 75
Emergency Shelter 456,102 456,404 456,426 0.3% percent (HB 615) and reduced the
Childcare Administration 326,246 381,151 382,705 0.2% o
CSFP 0 335000 335000 0.2% general fund appropriation for TANF
BPA 231,591 303,630 303,663 0.2% MOE by $345,068 in fiscal 2002 and
Reach 0 500,000 250,000 0.2% s
Food Stamp Employment/Training 211,507 239,222 239,702 0.1% $395’55_5 infiscal 2003
Emergency Food Assistance 100 152,387 170,689 170,823 0.1% ?? The legidlature reduced genera fund
Headstart o ) 93,729 150,297 150,297 0.1% ($397'000 annua”y) approp“a[ed for
TANF Administration 61,002 144,750 145,356 0.1% TANE MOE b he Fort Belk
Medicaid Administration 133,451 120,357 120,981 0.1% ! ecause the Fort nap
Refugee Social Service 87,077 77,695 77,695 0.0% Indian Community implemented a
Refugee Resettlement 13,772 55,404 55,555 0.0% Tribal TANF p| an thaI, under federal
Elderly Refugee Grant 0 44,500 44,500 0.0% |t i educti .
Aging Supportive Service Grant 36,152 35,317 35,379 0.0% regulations, triggers a reduction -in
TANF Evaluation 37,697 33,575 33,751 0.0% Montana's TANF M OE requirement
Tltsljbxxalsl(z;al ZHFV IC:S Do $72 73?1’2?1(1) $156,829 sgg $143,823 465 82;%) 72 The legislature appropriated generdl
Perctz;t o e s aray o AR fund totaling $1 million for the
. 0 B 0 . 0 . . .
biennium to draw all available federal
Total Funds $95,831,158 $178,571,278 $165,865,137 100.0% ; .
childcare matching funds
Increase Above Base 86.3% 73.1%
total funds is due primarily to increases in

federal funds, the most significant of which are the following:
?? Food Stamp benefits, which were previously off budget, must now be appropriated due to a change in the
mechanism to distribute food stamp benefits. Federal funds of $103.3 million are appropriated for food stamp
benefits

?? Appropriation of al current and prior year TANF funds included $38.4 million appropriated for new or expanded
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servicesin FAIM Phasell-R
?? Funding for childcare and Child and Adult Food Care Program services were increased $16.3 million
?? Funding for energy and commodity assistance programs were increased $4.2 million

Historically, counties shared in the costs of human services programs as outlined in 53-2-304 MCA. Those counties that
chose to be state-assumed levied 9 mills and forwarded the proceeds from those mill levies to the state. Non-assumed
counties were abligated by statute to reimburse the state for: 1) 50 percent of the salaries, travel, and alocated direct and
indirect administrative costs of the cash assistance and emergency assistance program up to the dollar amount the county
paid as its share of these costs in 1996; and 2) the non-federal share of salaries, travel, and alocated direct and indirect
administrative costs attributable to public assistance programs other than cash assistance and emergency assistance. HB
124 changed the funding for public assistance costs and provides that these costs be funded from the general fund. Due
to the fiscal impact of HB 124, general fund in this division was increased by $3,852,988 and $4,006,121 in fiscal 2002
and 2003, respectively and state special revenue was reduced by $3,356,606 and $3,376,187.

Federal funds provide more than 85 percent of the funding for the divison. The Food Stamp, TANF, Childcare and
Child Nutrition programs are the four largest sources of federal funding for the division. Each of these programs
provides Montana more than $10 million in federal funds. Combined, these four programs, provide more than 75 percent
of the federal fundsfor thisdivision.

Other Legidation

Several bills passed by the 2001 legidlature, which will have significant impacts on services or operations of the division,
are summarized below.

House Bill 38 - This bill provides that the department may purchase surplus state vehicles for purchase by recipients of
TANF funded services and establishes criteria for vehicle purchase by TANF recipients. FAIM Phase II-R includes
$791,899 for transportation, which could be used to purchase vehicles.

House Bill 124 - HB 124 changed the funding for public assistance costs and provides that these cost be funded from the
genera fund. Due to the fiscal impact of HB 124, general fund in this division was increased by $3,852,988 and
$4,006,121 in fiscal 2002 and 2003, respectively, and state special revenue was reduced by $3,356,606 and $3,376,187.

House Bill 273 - This bill provides for the transfer of amost $3.5 million of TANF funds to the affordable housing
revolving loan fund and clarifies the use of these funds.

House Bill 353 - This bill provides that schools wishing to operate a school breakfast program may apply to the Office of
Public Instruction for funding of start-up costs.

House Bill 526 — This bill establishes a summer youth employment program. HB 2 includes language that if (based upon
the department report to the L egidative Finance Committee in March 2002) there are unexpended TANF funds for which
thereis no expenditure plan, $1.5 million of federal TANF funds are appropriated for this program.

House Bill 615 - This bill revised TANF maintenance of effort and reduced the statutory requirement for maintenance of
effort from 77 percent to 75 percent. The reduction in the general fund maintenance of effort requirement is reflected in
appropriationsincluded in HB 2.

Senate Bill 77 - This bill generally revised laws governing public assistance, including the addition of provisions for a
program of non-financial assistance as alowable within federal laws.

Senate Bill 339 - This bill generaly revised the law governing public assistance, including how the state and counties
will work together to administer public assistance programs.
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Senate Bill 442 — This hill establishes a revolving loan fund for low-income individuals. Loans not to exceed $8,000
may be provided to recipients of TANF funded servicesfor:

payment for job training expenses

payment for home repair work for weatherization and energy conservation

payment of short-term bills, excluding fines or bad debt

payment for business startup costs or business inventory costs, excluding construction

payment for gaps in loan payments for escrow costs, for the period before other loans are made, and for closing
costs or costs for participating in other loan programs

providing assistance

333N

3

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 4,988 108,428
Vacancy Savings (447,137) (450,240)
Inflation/Deflation (6,570) (4,177)
Fixed Costs 15,229 17,759
Total Statewide Present Law Adjustments ($433,490) ($328,230)
DP 8 - Refugee Resettlement
1.00 0 0 43,116 43,116 1.00 0 0 43,267 43,267
DP9 - Child& Adult Food Care Program
3.00 0 0 1,429,346 1,429,346 3.00 0 0 1,829,803 1,829,803
DP 59 - TANF and MOE Present Law Adjustment
6.00 0 0 2,657,942 2,657,942 6.00 0 0 2,658,937 2,658,937
DP 61 - IHSB Present Law Adjustment
1.00 0 0 1,022,955 1,022,955 1.00 0 0 1,022,955 1,022,955
DP 63 - Food Stamp Adjustments
1.00 22,357 0 545,227 567,584 1.00 24,374 0 547,394 571,768
DP 69 - County TANF, Food Stamp, and Medicaid
0.00 149,248 0 152,987 302,235 0.00 112,350 0 115,451 227,801
DP 78 - Public Assistance Administration
0.00 75,519 0 76,022 151,541 0.00 65,299 0 65,892 131,191
DP 202 - SABHRS System Adjustment
0.00 (697,028) 0 (697,028)  (1,394,056) 0.00 (697,028) 0 (697,028)  (1,394,056)
DP 696 - Data Network Fixed Cost Reduction
0.00 (170) 0 (315) (485) 0.00 (170) 0 (315) (485)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (3,363) 0 (7,948) (11,311) 0.00 (3,374) 0 (7,975) (11,349)
DP 699 - Vacancy Savings at 4 Percent
0.00 (57,985) (40,331) (116,003) (214,319) 0.00 (58,248) (40,536) (116,573) (215,357)
Total Other Present Law Adjustments
12.00 ($511,422) ($40,331) $5,106,301 $4,554,548 12.00 ($556,797) ($40,536) $5,461,808  $4,864,475
Grand Total All Present Law Adjustments $4,121,058 $4,536,245

Present Law Adjustments

The "Present Law Adjustments” table shows the primary changes to the adjusted base budget made by the legidlature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to al agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 8 - Refugee Resettlement - The legislature approved $86,000 federal funds for the biennium and 1.0 FTE grade 15,
Human Service Specialist to manage the Refugee Resettlement Program.

DP 9 — Child & Adult Food Care Program - The legislature approved $3.3 million additional federal funds for the
biennium for the Child and Adult Food Care Program. This funding will provide: 1) an adjustment for an increase of 2.6
percent in the USDA reimbursement for benefits; 2) an increase in the number of meals served (630,000 additional meals
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by the end of the biennium); and 3) additional staff heeded due to increased federal requirements for the number of times
the state isrequired to visit childcare centers. The Child and Adult Food Care program is 100 percent federally funded.

DP 59 - TANF and MOE Present Law Adjustment - The legislature approved $5.3 million federal TANF authority to: 1)
fund 6.0 FTE to complete fiscal and contract monitoring, work participation validation, and implementation of FAIM
Phase I1; and 2) annualize funding of TANF cash assistance benefits entirely from federal funds.

DP 61 - IHSB Present Law Adjustment - The legislature approved slightly over $2.0 million federal funds for the
biennium to support weatherization, energy assistance, and commodity distribution grants.

DP 63 - Food Stamp Adjustments - The legislature approved: 1) $46,731 general fund to purchase contracted services,
and 2) $1.1 million federal funds to support 1.0 FTE, food stamp employment and training ($900,000), and the food
stamp nutrition education program ($80,000). Contracted services are used to provide policy interpretation and monitor
accuracy and efficiency of the food stamp program.

DP 69 - County TANF, Food Stamp, and Medicaid - The legisature approved $261,598 general fund and $268,438
federal funds for overtime and rent cost increases in assumed counties.

DP 78 - Public Assistance Administration - The legislature approved $140,000 genera fund and $142,000 federal funds
for increased administrative costs (overtime, contracted services, and training costs) related to program implementation,
policy interpretation, and program management.

DP 202 - SABHRS System Adjustment - The legislature approved a biennial reduction of $1.4 million general fund and
$1.4 million federal funds. This adjustment is necessary because the expenditures and funding in the base budget were
overstated due to a SABHRS system error that allowed an incorrect transaction to post.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at a level lower than that proposed
by the executive and used to develop the associated fixed cost budget requests. This adjustment removes the
corresponding fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 58 - Early Childhood Services Caseload Adjustment

02 3.00 0 0 3,186,690 3,186,690 3.00 0 0 6,195,632 6,195,632
DP 92 - Commodity Supplemental Food Program

02 1.00 0 0 335,000 335,000 1.00 0 0 335,000 335,000
DP 93 - REACH Grant

02 0.00 0 0 500,000 500,000 0.00 0 0 250,000 250,000
DP 94 - Refugee Elderly Grant

02 0.00 0 0 44,500 44,500 0.00 0 0 44,500 44,500
DP 95 - Fort Belknap Indian Comm. TANF Prog

02 0.00 0 0 (958,012) (958,012) 0.00 0 0 (958,012) (958,012)
DP 200 - Human and Community Services Div Leased Vehicles

02 0.00 0 0 0 0 0.00 0 0 0 0
DP 203 - DOE Westherization Training Grant

02 0.00 0 0 100,000 100,000 0.00 0 0 100,000 100,000
DP 204 - LIEAP Energy Contingency Award

02 0.00 0 0 579,565 579,565 0.00 0 0 0 0
DP 205 - Childcare Federal Matching Funds

02 0.00 0 0 1,483,918 1,483,918 0.00 0 0 2,214,918 2,214,918
DP 206 - Food Stamp Cash Benefits

02 0.00 0 0 51,652,161 51,652,161 0.00 0 0 51652161 51,652,161
DP 425 - House Bill 124 Revise Local Government Funding

02 0.00 3,852,988  (3,356,606) 0 496,382 0.00 4,006,121  (3,376,187) 0 629,934
DP 613 - Reduced TANF MOE - FBIC Tribal TANF Plan

02 0.00 (397,000) 0 0 (397,000) 0.00 (397,000) 0 0 (397,000)
DP 614 - Childcare Match - TANF MOE Reduction (FBIC)

02 0.00 0 0 0 0 0.00 133,000 0 0 133,000
DP 616 - FAIM Phase Il Revised

02 0.00 0 0 24,097,064 24,097,064 0.00 0 0 7,767,941 7,767,941
DP 617 - Reduce TANF Maintenance of Effort to 75 percent

02 0.00 (345,068) 0 0 (345,068) 0.00 (395,555) 0 0 (395,555)
DP 618 - Childcare Match - TANF MOE Reduction to 75 Percent

02 0.00 345,068 0 0 345,068 0.00 395,555 0 0 395,555
DP 619 - Reduce Costs of Food Stamp I ssuance Contract Base

02 0.00 (27,421) 0 0 (27,421) 0.00 (107,831) 0 0 (107,831)
DP 620 - Childcare Match - Reduction Food Stamp Issuance

02 0.00 0 0 0 0 0.00 135,252 0 0 135,252
DP 623 - Shift Funding to Child Support Enforcement

02 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)
DP 625 - Children's Mental Health Funded with TANF MOE

02 0.00 (647,952) 0 0 (647,952) 0.00 (671,928) 0 0 (671,928)
DP 626 - TANF - 2003 Biennium Spending Compared to Base

02 0.00 0 0 (1,818833)  (1,818,833) 0.00 0 0 (1,818833)  (1,818,833)
DP 689 - FTE Reduction

02 (0.75) 0 0 0 0 (0.75) 0 0 0 0

Total 3.25 $2,773,615 ($3,356,606)  $79,202,053  $78,619,062 3.25  $3,090,614 ($3,376,187) $65,783307  $65,497,734

New Proposals

DP 58 - Early Childhood Services Caseload Adjustment - The legislature approved approximately $9.4 million federa
funds for the biennium to support: 1) increased spending of childcare discretionary funds; 2) 3.0 FTE for program
administration; and 3) the head start collaboration grant. This increase is funded from: 1) an expected increase in the
Childcare Development Fund (CCDF) discretionary funds; 2) transfers from the TANF Block Grant to the CCDF; and 3)
afederal grant for head start collaboration projects.

DP 92 - Commodity Supplemental Food Program - The legislature approved $670,000 federal funds for the biennium to
fund the new U.S. Department of Agriculture (USDA) Commodity Supplemental Food Program (CSFP). This funding
will provide: 1) 1.0 FTE to assist in the ordering, record keeping, federal reporting, and monitoring of the program; 2)
warehousing and delivery cost; and 3) funds for contracting with area agencies on aging and/or local food banks to
determine digibility and distribute individual food packages. The department projects this grant will provide 7,500 low-
income elderly persons and children with commodity food packages.
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DP 93 - REACH Grant - The legislature approved $750,000 federal funding for the biennium to continue the REACH
Grant which provides home weatherization, client education, and cost effective retrofits or repairs to space or water
heating devices. In addition to benefits, the REACH grant funds will also support travel costs and an evaluation contract
with an outside agency as required by the grant. The department estimates that a minimum of 300 low-income
households would be served with this new grant.

DP 94 - Refugee Elderly Grant - The legislature approved $89,000 federal funds for the biennium to support the Elderly
Refugee Grant, which serves low-income elderly Hmong and Russian refugees.

DP 95 - Fort Belknap Indian Comm. TANF Program - The legislature approved areduction in federal TANF funding by
$1.9 million for the biennium. As of October 2000, the Fort Belknap Indian Community administers its own federally
approved TANF plan. Montana's TANF grant will be reduced by the amount of the Fort Belknap Indian Community's
TANF grant, which is $958,012 annually.

DP 200 - Human and Community Services Division Leased Vehicles - The legislature approved the lease of 32
passenger vehicles through the state motor pool. Two of the vehicles will support the Early Childhood Services contract
monitors, who travel throughout the state monitoring early childhood services providers. The remaining 30 vehicles will
be assigned throughout the state to support the outreach efforts for éigibility determination in the TANF, Food Stamp,
and Medicaid programs within the Public Assistance Bureau. This proposal is cost neutral with corresponding offsetting
reductions in related expenditure categories. The cost of in-state personal car mileage is reduced and the cost of leased
vehiclesisincreased resulting in no change in costs or funding.

DP 203 - DOE Weatherization Training Grant - The legislature approved $200,000 federal funds for the biennium for the
Department of Energy weatherization training grant. The activities funded by this grant are intended to improve the
technical skills of grantees and sub grantees who administer the DOE Weatherization Assistance Program in the Denver
region, which includes Montana.

DP 204 - LIEAP Energy Contingency Award - The legislature approved $579,565 federal funds in the first year of the
biennium for increase in the Low Income Energy Assistance (LIEAP) grant awarded to states in response to sharp
increases in heating fuel costs. With this funding the department will: 1) adjust the energy assistance matrix for LIEAP
to provide the additional funds to low-income households; and 2) increase funding for weatherization to decrease fuel
consumption in low-income households. The department estimates that approximately 15,500 additional low-income
households will receive energy assistance and 29 additional households will receive weatherization resulting in reduced
energy costs with the funds from this grant.

DP 205 - Childcare Federal Matching Funds - The legislature approved the addition of $1,483,918 for fiscal 2002 and
$2,214,918 for fiscal 2003 of federa childcare funds that are available to the state if the state provides the required
matching funds.

DP 206 - Food Stamp Cash Benefits - The legislature approved $103.3 million federal funds for the biennium for food
stamp benefits. Historicaly, the department has received an appropriation only to administer and contract with an
independent provider who distributed food stamp coupons to qualifying low-income families. The state is required by
federal mandate to have in place an electronic benefit transfer (EBT) system. When food stamp benefits were issued asa
coupon no actual cash was drawn from the federal government and deposited in the state treasury. Therefore, statute did
not require these benefits to be appropriated. Instead they were recorded on the state accounting records as a non-
budgeted transaction. With the new EBT system, cash will be drawn from the federal government and placed in the state
treasury. Statute requires there be an appropriation.
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DP 425 - House Bill 124 Revise Local Government Funding - This decision package reflects the funding change
necessary due to the provisions of HB124. HB124 was passed by the legislature and provides that public assistance
programs be funded with general fund rather than state special revenue from counties. Due to the fiscal impact of HB
124, genera fund in this division was increased by $3,852,988 and $4,006,121 in fiscal 2002 and 2003, respectively, and
state special revenue was reduced by $3,356,606 and $3,376,187.

DP 613 - Reduced TANF MOE - FBIC Tribal TANF Plan - The legidature reduced general fund support for the federal
TANF block grant, maintenance of effort by $397,000 per year. Per federal regulation, the state TANF MOE
requirement is reduced when a tribe implements a Tribal TANF plan. The Fort Belknap Indian Community (FBIC)
implemented a Tribal TANF plan in October, 2000.

DP 614 - Childcare Match - TANF MOE Reduction (FBIC) - The legislature appropriated $133,000 general fund for
fiscal 2003 so that additional federal childcare matching funds available to the state may be obtained. The general fund
is available because the legislature approved a reduction in the TANF maintenance of effort due to the implementation of
atribal TANF plan by the Fort Belknap Indian Community.

DP 616 - FAIM Phase Il Revised - The legislature approved a proposa to expend an additional $31.8 million federal
TANF funds during the 2003 biennium. The spending plan approved by the legislature will result in the expenditure of
al prior year federa TANF funds during the biennium. The federal TANF block grant was authorized by Congress
through September 2002. Congressional reauthorization of the TANF grant will probably occur in the summer or fall of
2002. At thistime, it is unknown whether Congress will allow states to maintain the reserve of unexpended TANF funds
that have accumulated or if the TANF block grant funding will be reauthorized at the current funding level.

DP 617 - Reduce TANF Maintenance of Effort to 75 percent - The legislature approved genera fund reductions of
$345,068 in fiscal 2002 and $395,555 in fiscal 2003 reducing the TANF maintenance of effort requirement from 77
percent to 75 percent. Legislation is needed prior to implementation of this change (see HB 615 under other legislation
section).

DP 618 - Childcare Match - TANF MOE Reduction to 75 Percent - The legislature appropriated general fund of
$345,068 in fiscal 2002 and $395,555 in fiscal 2003 as match for federal childcare funds that are available if the state can
provide the required general fund match. The general fund appropriated in this decision package is available because the
legidature approved areduction in the general fund TANF maintenance of effort from 77 percent to 75 percent.

DP 619 - Reduce Costs of Food Stamp Issuance Contract Base - The legislature reduced the general fund for the food
stamp issuance contract included in the base budget by $27,421 in fiscal 2002 and $107,831 in fisca 2003. The
department will implement electronic benefit transfer for food stamp benefits in 2002, which will replace the issuance of
food stamp coupons. The food stamp issuance contract is partially removed from the budget to reflect the phase-in of
electronic issuance of food stamp benefits during the 2003 biennium.

DP 620 - Childcare Match - Reduction Food Stamp Issuance - The legislature appropriated general fund of $135,252 in
fiscal 2003 to obtain additional federal childcare matching funds. The general fund is available because the food stamp
issuance contract included in the base budget will be less in the 2003 biennium due to the phase-in of issuance of food
stamp benefits by electronic benefit transfer.

DP 623 - Shift Funding to Child Support Enforcement - The legislature approved a plan submitted by the department that
snifts genera fund from various divisions to the Child Support Enforcement Division. This partially reinstates a
reduction in FTE in the Child Support Enforcement Division that was approved by the legidlature.

DP 625 - Children's Mental Health Funded with TANF MOE - The legislature approved creation of a program that
provides limited mental health services to children. The program will be a separate state program funded by TANF
maintenance of effort funds. The legidlature approved the movement of funds to support the children’s program from the
Human and Community Services Division to the Addictive and Mental Disorders Division.
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DP 626 - TANF - 2003 Biennium Spending Compared to Base - The TANF spending plan as presented by the
department and approved by the legislature contains variances from federal expenditures as included in the base budget.
This decision package reflects a decrease in some expenditures that were made from federal fundsin the fiscal 2000 base
that are not funded with federal TANF funds in the spending plan approved by the legislature for the 2003 biennium.
For example, $1,561,147 of systems costs were funded from federa TANF funds in fiscal 2000. The department
estimates that this will decrease to $1,006,158 per year in the 2003 biennium, a reduction of $554,989 per year in federal
expenditures. This reduction and other similar reductions are included in this decision package. Table 14 summarizes
the annual reductions included in this decision package.

DP 689 - FTE Reduction - The legisature reduced FTE for all Table 14
positions vacant for over seven months. Funds were not TANF - Reductions in Federal Spending
reduced for the 2003 biennium, but the eliminated positions are Items Included in Base Budget for Federal Funds
not to be funded in the present law base budget submitted for | But not Included in Federal Spending in 2003 Biennium
the 2005 biennium. Not Included in Other Decision Packages
Change to Base Budget Amount
Language Indirect - HCSD $180,546
The department shall report to the Legislative Finance ;ﬁ;’;ﬁg‘ﬂf& Sysems égg:ggg)
Committee and the Interim Committee on Children, Families, CSED Liasions 38,505
Health, and Human Services at every meeting of each TANF LIEAP 875,037
committee: Family Support Services 173,496
1. The actual amount of federal Temporary Assistance for | [rensportation (Gonstruction Trades) 271831
Ly . mployement Barriers - Domestic Violence 3,097
Needy Families (TANF) block grant funds expended in Food Banks (125,000)
the current biennium; SSI Elighility 1,563
2. Theactua amount of TANF block grant maintenance of Adult Basic Education (125,169)
effort funds that have been expended in the current
biennium: Total £1.816.633

3. The baance of previous fiscal years TANF block grant
funds that remain unexpended; and
4. The balance of the current fiscal year federal TANF block grant funds that remains unexpended.

The department shall utilize unexpended previous year federal TANF block grant funds to provide benefits and services
that meet the federal definition of assistance. Current year federal TANF block grant funds must be used to fund benefits
and services that meet the federal definition of assistance only after all available previous years federa TANF block
grant funds have been expended.

The Office of Budget and Program Planning may proportionally reduce the funding it items [FAIM Phase 11-R itemg] if
any of the following conditions exist:
1. The department certifies to the Office of Budget and Program Planning that the balance of unexpended TANF
funds on June 30, 2001 is less than $30 million;
2. Actual or projected cash assistance expenditures are greater than $24,067,328 in fiscal 2002 or $23,763,854 in
fiscal 2003;
3. Theamount of TANF grant funds awarded to Montana by Congressis reduced below the level anticipated by the
legidlature; or
4. The department certifies to the Office of Budget and Program Planning that the reduction is necessary in order to
maintain public assistance programs that were supported by federal TANF and state TANF maintenance of effort
fundsin fiscal year 2001.

If the TANF block grant funds report given at the March, 2002 Legidlative Finance Committee meeting indicates that
there are FAIM Phase 11-R dollars unexpended and no plan is in place to expend the remaining dollars, there is
appropriated up to $1.5 million for the biennium of these unexpended funds for the summer youth employment program
in the 2003 biennium.
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Item [Human and Community Services Division] includes increases of $3,852,988 of genera fund in fiscal 2002 and of
$4,006,121 of genera fund in fiscal 2003 and reductions of $3,356,606 of state special revenue in fiscal 2002 and of
$3,376,187 of state special revenue in fiscal 2003 that are contingent upon passage and approval of HB 124.

Fundsin item [Human and Community Services Division] include $68,422 in fiscal 2002 and $69,606 in fiscal 2003 that
the department shall use to reimburse the Montana Department of Corrections, Montana Correctional Enterprises, for
costsincurred to operate the Montana Food Bank Network canning and wild game processing facility.

Funds included in items [Tribal Projects and Nontraditional Job Training - Tribal] may be used only to fund tribal
projects and to provide nontraditional job training to an enrolled tribal member of a federally recognized tribe whose
reservation lies within the exterior boundaries of the Montana reservations and to the Little Shell band of Chippewalif the
Little Shell band of Chippewa becomes afederally recognized tribe.

Funds in item [Tribal Projects] may be used to fund Head Start services for tribal members. Tribal members may not
access services supported by funds in item [Children as Scholars (Head Start)] because funding for tribal Head Start
projects has been included in Tribal Projects.

The department shall transfer funds in item [Low-Income Housing] to the Montana Board of Housing revolving loan
account to fund eligible activities under the federal TANF block grant. The timing and amount of the transfer must
comply with federal regulations governing the expenditure and transfer of TANF funds.

Funds included in item [High-Wage, High-Skill Training] may be used only to develop programs for high-wage, high-
skill training for single parents, persons who are economically disadvantaged, and displaced homemakers.

Fundsincluded initem [Adult Basic Education] may be used only to provide Adult Basic Education services.

The department shall transfer funds in item [Children's Trust Fund] to the Children's Trust Fund to fund eligible child
abuse and neglect prevention activities.

Projects funded in items [FAIM Phase |1-R other than Tribal specific items] are considered approved special projects
related to welfare reform for the purpose of implementation of 53-4-210, MCA. Prior to the expenditure of these funds,
the department shall provide notice both verbally and in writing to tribes that have implemented a federally approved
tribal family assistance plan that funding for specia projectsis available. Tribes that operate a tribal family assistance
plan may receive the funds in these items and the department may award all or a portion of these funds to tribes that
operate tribal family assistance plans as allowable within federal regulations.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 324.75 0.00 5.25 330.00 0.00 6.00 330.75 330.75]
Personal Services 12,320,176 (332,989) 288,454 12,275,641 (266,922) 334,587 12,387,841 24,663,482
Operating Expenses 3,257,286 465,882 99,720 3,822,888 646,220 116,039 4,019,545 7,842,433
Equipment 10,558 0 30,263 40,821 0 0 10,558 51,379
Grants 4,412,608 0 615,842 5,028,450 0 529,966 4,942,574 9,971,024
Benefits & Claims 20,138,739 3,079,618 4,346,743 27,565,100 4,322,859 1,356,484 25,818,082 53,383,182
Debt Service 89,150 0 0 89,150 0 0 89,150 178,300
Total Costs $40,228,517 $3,212,511 $5,381,022  $48,822,050 $4,702,157 $2,337,076  $47,267,750 $96,089,800
Genera Fund 18,116,310 723,897 1,698,808 20,539,015 1,902,471 1,695,927 21,714,708 42,253,723
State/Other Special 2,877,029 565,003 (2,172,078) 1,269,954 594,955 (2,135,314) 1,336,670 2,606,624]
Federal Specia 19,235,178 1,923,611 5,854,292 27,013,081 2,204,731 2,776,463 24,216,372 51,229,453
Total Funds $40,228,517 $3,212,511 $5,381,022  $48,822,050 $4,702,157 $2,337,076  $47,267,750 $96,089,800

Program Description

The Child and Family Services (CFSD) Division administers child welfare services, abuse prevention services, domestic
violence grants, and other programs designed to keep children safe and families strong. CFSD oversees five regional
offices that administer programs and are advised by Local Family Services Advisory Councils, which serve as the link
between local communities and DPHHS. CFSD aso provides the user liaison for the large statewide computer system
application: CAPS (the Child and Adult Protective Services) system. Statutory authority for the program is provided in
Titles 33, 40, 41, 42, 50, 52, and 72, MCA, and 45CFR, Parts 1355 and 1370.
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Table 15
Child and Family Services Divison
Summary of Benefit and Grant Programs by Fund Source

Fiscal 2000 Actual Fiscal 2002 Appropriation Fiscal 2003 Appropriation
General State Specia Federal Tota Genera State Specia Federal Total General State Special Federal Total
Program Fund Revenue Funds Funds Fund Revenue Funds Funds Fund Revenue Funds Funds
Benefits
Foster Care* $6,056,620 $1,583,019 $8,655,863 $16,295,502 $5,870,168 $1,094,533 $11,417,791 $18,382,491 $6,598,698 $1,124,823 $11,214,468 $18,937,989
Subsidized Adoption 1,681,095 0 1,624,520 3,305,615 2,368,196 0 2,269,009 4,637,205 2,728,097 0 2,606,592 5,334,689
Tribal Contracts 45,488 0 184,323 229,811 45,488 0 184,323 229,811 45,488 0 184,323 229,811
In-Home and Family Reunification Svcs 494,938 0 214,088 709,026 526,533 0 182,493 709,026 519,692 0 189,334 709,026
Domestic Violence 152,602 44,764 130,613 327,979 152,537 44,780 130,661 327,979 152,537 44,780 130,661 327,979
Big Brothers Big Sisters 0 0 138,493 138,493 0 0 208,285 208,285 0 0 208,285 208,285
Independent Living 0 0 70,303 70,303 0 0 70,303 70,303, 0 0 70,303 70,303
Collaborative Project 0 0 0 0 0 0 3,000,000 3,000,000 0 0 0 0
Total Benefits $8,430,743 $1,627,783 $11,018,203 $21,076,729 $8,962,922 $1,139,313 $17,462,865 $27,565,100 $10,044,512 $1,169,603 $14,603,967 $25,818,082
Grants
Tribal Contracts $278,694 $0 $1,129,300 $1,407,994 $278,694 $0 $1,129,300 $1,407,994 $278,694 $0 $1,129,300 $1,407,994
In-Home and Family Reunification Svcs 1,353,764 0 586,247 1,940,011 1,719,930 0 526,423 2,246,353 1,641,265 0 519,212 2,160,477
Domestic Violence 350,915 102,936 300,351 754,203 350,767 102,974 300,462 754,203 350,767 102,974 300,462 754,203
Adoption Services 0 0 0 0 24,500 0 0 24,500, 24,500 0 0 24,500
Independent Living 0 0 0 0 0 0 285,000 285,000 0 0 285,000 285,000
Children's Trust Fund 0 30,766 0 30,766 0 30,766 0 30,766 0 30,766 0 30,766
Child Abuse and Neglect 0 0 279,634 279,634 0 0 279,634 279,634 0 0 279,634 279,634
Total Grants $1,983,373 $133,702 $2,295,532 $4,412,608 $2,373,891 $133,740 $2,520,819 $5,028,450 $2,295,225 $133,740 $2,513,608 $4,942,574
*Foster Care fiscal 2000 actual includes $937,990 federal funds that were not accrued. This adjustment
increases the total benefits for fiscal 2000 from $20,138,739 shown in the main table to $21,076,739
as shown in thistable.
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Program Narrative
Table 15 summarizes legislative appropriations benefit and grants.

Foster care services with total appropriations

exceeding $18 million per year are the largest benefit category administered by the division. The legisature provided
funding to support a 3 percent per year increase in foster care casel oad.

The second largest benefit category administered by the division is subsidized adoptions, with annual appropriations of
$4.6 million and $5.3 million for fiscal 2002 and fiscal 2003, respectively. The legislature funded a 15 percent per year
increase in subsidized adoption caseload. The caseload increase for subsidized adoption is smaller than has historically
been experienced in this program and reflects a projected slowing in the annual rate of growth.

Asillustrated in Chart A and B, foster care and subsidized adoptions continue to grow in both number of clients and total
costs. This growth represents the combined affects of increased numbers of clients and provider rate increases. Chart A
illustrates the number of foster care clients and adoption subsidies for fiscal years 1996 through 2003.
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Chart B
Foster Care and Subsidized Adoption Costs
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Chart B illustrates total foster care expenditures (actual and appropriated) and total subsidized adoption expenditures
(actual and appropriated) for fiscal years 1996 through 2003.

In-home and family reunification services, with funding of more than $2 million per year, constitute the largest share of
the grants administered by the department. The legidature provided increased funding for these services, including a
restricted appropriation of $100,000 in fiscal 2002. As stated in HB 2, the department estimates that 25 families or 50
children will be served with this $100,000 and that 80 percent of the families served will not enter the foster care system.
If the department achieves this goal, the increase in the foster care caseload will decrease from 3 percent to 2 percent.
The legidature stated that savings created by a lower than anticipated caseload increase could be used to expand the
provision of in-home services or other services within the child welfare system.

Services provided via contracts with tribes are the second largest grant expenditures totaling $1.4 million per year, and
domestic violence service contracts funded at $750,000 per year are the third largest group of services provided as
grants.

The legislature also approved a Child Protective Services plan that includes additional funding for: 1) 5.25 FTE in fiscal
2002 and 6.0 FTE in fiscal 2003; 2) centralized intake of child abuse and neglect referrals; 3) completion of 300 more
family group conferences in each year of the biennium; and 4) in-home services ($275,000 for the biennium). This plan
reflects legidative policy to support provision of services in effective, efficient ways while minimizing the costs;
emphasis on early intervention services which prevent foster care placement or minimize the length of placement; and a
change from completion of initial receipt of reports of abuse and neglect at the local level to a centralized phone center
with review, assignment, and prioritization of referrals from a centralized point based upon consistent criteria.
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Legidative priorities included increases in provider rates for providers of direct services to clients. The legidlature
approved family foster care, foster care facility, and subsidized adoption provider rate increases of approximately 2.8
percent in fiscal 2002 and provided an additional increase for family foster care providers of 25 cents per day beginning
in fiscal year 2002.

Funding

The Child and Family Services Division is funded by a combination of general fund, state special revenue from third
party contributions to the costs of care, and federa funds. Asillustrated in Table 16, general fund provides 42.1 percent
of the funding for the division in fiscal 2002 and 45.9 percent in fiscal 2003. The change in the general fund as a
percentage of total funds is due in part to a biennial appropriation of $3.0 million federal funds that is included in fiscal
2002 but which may be expended in either year of the biennium. When adjusted for this biennial appropriation, general
fund provides 43.4 and 44.5 percent of the total funding for the division in fiscal 2002 and 2003, respectively.

General fund as a percentage of total funds decreases in the 2003 biennium when compared with fiscal 2000. The
legislature approved a change in funding for foster care services, which decreased general fund by $1.9 million,
decreased federal funds from Title IV-E of the Social Security Act by $1.1 million, and increased federal Temporary
Assistance for Needy Families (TANF) block grant support by $3.0 million. The executive proposed this funding shift
as a means to minimize the department’s need for a supplementa appropriation for the 2001 biennium and the related
impact on 2003 biennium appropriations.

Table 16
Child and Family Services Funding State special revenue support for the division declines
Fiscal 2000  Legislative Approprition  Percent | from 7.2 percent in fiscal 2000 to approximately 2.5
Fund Source Actual Fiscal 2002  Fiscal 2003 of Total percent annua”y in the 2003 biennium. The most
General Fund $18,116,310 $20,539,015 $21,714,708 45.9% significant Change in state specia] revenue for the
Percent of Total 45.0% 421% 45.9% division is due to the fiscal impact of HB 124, which
State Special Revenue provided that protective services be funded with
Third Party Contributions - F.C. $5B3914  $LI00000 $LINOW  24% | general fund rather than county funds. Due to the
Assault, Intervention and Treatment 148,123 148,123 148,123 0.3% . .
Child Abuse and Neglect Program. 30,766 w766 30766 oy | T1scal impact of HB 124, general fund support for the
Other (Adoption/Family Preservation) 3,159 (8,935) 27,781 01% | division was increased $2,206,194 and $2,241,893 in
County Refmburserments 211,067 0 9 00% | fiscal 2002 and 2003, respectively and state special
Subtotal State Special Revenue $2877,029 $1260954 $1336670  2.8%
eroert of 1o = 9% -t revenue was reduced $2,172,078 and $2,135,314.
Federal Funds . . . .
Foster Care and Adoption IVE $7.826788 11846245 $0367793 108y | Stete special revenue from third party contributions
Cost Allocation 6133012 6773921 6844984 145% | tO the costs of foster care appear as an increase in
TANF Benefits 1311524 3354088 3354008  71% | Tgphle 16 due to an understatement of the funding
Title XX - Socia Services Block Gt 2068307 2,850,000 2460602  5.2% : s P
Fernily Preservation 608,395 608,395 606,395 L% from_ this source in fisca year _2000. 2003 biennium
Independent Living IVE 215,229 519,795 519,864 11% | funding from this source is projected at the corrected
Domestic Violence 432198 432108 432198  09% | fiscal 2000 funding level.
Child Welfare Services VB 271,396 271,396 271,396  0.6%
Child Abuse Challenge 170833 170833 170833  04% - : _
Child Abuse 79,042 79,042 79042  02% Federal_fundl ng sources include: o
Child Justice 36,769 36,769 36769  01% ?? Title IV-E Foster Care and Subsidized
Crisis Nursery 58,759 30,763 30,763 0.1% Adoption funds
CAPS Development 22,926 22,822 281 00% : o
Adoption Incentive Funds 0 16,814 16,814 0.0% 7? Temporary Assistance for Needy Families
Subtotal Federal Funds $19235,178 $27,013081 $24,216372  5L.2% (TANF) funds
Percent of Total 47.8% 55.3% 51.2% ?? Socia Service Block Grant (Title XX) funds
Total Funds $40,228517 $48,822,050 $47,267,750  100.0% ?? TitlelV-B Child Welfare funds
- o Ti ) . .
ncrease Above Base o1.4% 175% Title IV-B part Il, Family Preservation Grant
funds
Annua Rate of Change from Base 10.2% 5.5%
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The legislature approved a $3.0 million biennial federal funds appropriation to support a community collaboration
project, which seeks to refinance community services by using funding currently expended by communities to capture
additional federal reimbursement for services eligible for funding under Title IV-E of the Social Security Act. The
legislature also approved an appropriation of $25,000 general fund and $25,000 federal funds to support 1.0 FTE to
complete this community collaboration project.

Other Legidation
The 2001 legidature passed severa hills that had no impact on HB 2 for the 2003 biennium but that will impact the
operations of the division and are noteworthy changesin policy. These bills are summarized below.

Senate Joint Resolution 8: This resolution requests that a legidative interim study of the privatization of foster care and
adoption services be completed by September 15, 2002. This resolution provides that the study may consider a number
of items including payment and reimbursement issues and the impact of privatization on current state employees
involved in foster care and adoption administration and services.

Senate Bill 116: This bill revised child abuse and neglect laws and included provisions:

?? Requiring that an employee of an entity that contracts with the department to provide direct services to children
report suspected cases of child abuse and neglect

?? Allowing the department to assess reports of abuse and neglect and make a determination regarding the level of
response required and timeframe within which action must be initiated (this is a modification to the requirement
that the department investigate al reports of abuse and neglect)

?? Clarifying language regarding payment for court ordered services including that the department must consent to the
services and inform the court that resources are available to pay for services ordered by the court

?? Defining transitional living programs and providing the department authority to administer those programs

?? Specifying that the department shall require an applicant for a youth foster home license submit to a criminal and
child protection background check

Senate Bill 132: This bill: 1) provides for a safe haven for abandoned newborns; 2) provides that the department assume
care, control, and temporary protective custody of the newborn; and 3) requires that the department establish a safe
delivery program and the components of that program. The provisions of SB 132 are effective July 1, 2001 and
terminate June 30, 2004.
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 65,184 134,007
Vacancy Savings (334,921) (336,987)
Inflation/Deflation 7,164 14,093
Fixed Costs 151,008 167,481
Total Statewide Present Law Adjustments ($111,565) ($21,406)
DP 39 - Subsidized Adoption Caseload Increase
0.00 562,751 0 527,851 1,090,602 0.00 921,826 0 864,659 1,786,485
DP 40 - Foster Care Caseload Increase
0.00 654,052 0 352,182 1,006,234 0.00 1,009,835 0 543,757 1,553,592
DP 60 - Leased Vehicles from DOT
0.00 21,210 0 14,141 35,351 0.00 41,688 0 27,793 69,481
DP 62 - Field Staff Operations
0.00 180,000 0 120,000 300,000 0.00 180,000 0 120,000 300,000
DP 64 - Computer Hardware
0.00 49,800 0 33,200 83,000 0.00 123,504 0 82,336 205,840
DP 301 - Big Brothers/Big Sisters Base Y ear Corrections
0.00 44,792 0 0 44,792 0.00 44,792 0 0 44,792
DP 609 - Adjust and Shift Foster Care Funding
0.00 (680,777) 577,096 103,681 0 0.00 (310,798) 607,097 (296,299) 0
DP 696 - Data Network Fixed Cost Reduction
0.00 (325) 0 (366) (691) 0.00 (325) 0 (366) (691)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (8,047) 0 (1,903) (9,950) 0.00 (8,074) 0 (1,910) (9,984)
DP 699 - Vacancy Savings at 4 Percent
0.00 (99,161) (11,434) (52,657) (163,252) 0.00 (99,579) (11,483) (52,880) (163,942)
DP 889 - Adjust. Triba Contracts
0.00 0 0 937,990 937,990 0.00 0 0 937,990 937,990
Total Other Present Law Adjustments
0.00 $724,295 $565,662 $2,034,119 $3,324,076 0.00  $1,902,869 $595,614  $2,225,080  $4,723,563
Grand Total All Present Law Adjustments $3,212,511 $4,702,157

Present Law Adjustments

The "Present Law Adjustments’ table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to all agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 39 - Subsidized Adoption Caseload Increase - The legislature approved $1.5 million general fund and $1.4 million
federal funds to support a 15 percent per year increase in the subsidized adoption caseload. For further discussion of the
caseload increase approved by the legidature, please refer to the program narrative.

DP 40 - Foster Care Caseload Increase - The legislature approved $1.7 million general fund and $0.9 million federa
funds to support an anticipated 3 percent per year increase in the foster care caseload. For further discussion of the
caseload increase approved by the legidlature, please refer to the program narrative.

DP 60 - Leased Vehicles from DOT - The legidature approved $63,000 general fund and $42,000 federa funds for the
lease of replacement vehicles (ninein fiscal 2002 and seven in fiscal 2003).

DP 62 - Field Staff Operations - The legislature approved $360,000 general fund and $240,000 federal funds for the costs
of overtime for social workers and office space rental for local offices.
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DP 64 - Computer Hardware - The legislature approved $173,000 general fund and $116,000 in federal funds as a one-
time-only appropriation to replace existing desktop computers with leased equipment. The Child and Family Services
Division plansto replace half of the division's desktop computers in each year of the 2003 biennium. The replacement of
four file servers and four printers per year is also planned.

DP 301 - Big Brotherg/Big Sisters Base Year Corrections - The legisature approved maintenance of the Big
Brothers/Big Sisters program at $183,285, the fiscal 2000 expenditure level. This adjustment was necessary because an
accounting error resulted in $44,792 of costs being unrecorded in fiscal 2000, understating the base budget. The
legidlature also approved an increase in funding for this program, which is included in DP 608 in the “New Proposals’
section.

DP 609 - Adjust and Shift Foster Care Funding - The legislature approved a funding adjustment that shifts funding for
foster care services among funding sources. This adjustment includes a reduction in general fund and increased funding
from third parties, which was not booked on the accounting records at fiscal year end.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at a level lower than that proposed
by the executive and used to develop the associated fixed cost budget requests. This adjustment removes the
corresponding fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

DP 889 - Adjust Tribal Contracts - The legislature approved increased federal funding of $937,990 per year ($1,875,980
for the biennium) to correct base year expenditures that were understated. The base year expenditures for foster care
services were $16.2 million rather than the $15.3 million included in the base budget.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 118 - Foster Care Rate Increase

03 0.00 434,359 0 233,886 668,245 0.00 436,815 0 235,208 672,023
DP 122 - Subsidized Adoption Rate Increase

03 0.00 124,350 0 116,638 240,988 0.00 125,176 0 117,413 242,589
DP 123 - Foster Care Facilities Rate Increase

03 0.00 213,938 0 115,198 329,136 0.00 215,148 0 115,849 330,997
DP 139 - Child Protective Services

03 525 459,739 0 108,177 567,916 6.00 515,111 0 26,725 541,836
DP 425 - House Bill 124, Revise Loca Government Funding

03 0.00 2,206,194  (2,172,078) 0 34,116 0.00 2,241,893  (2,135,314) 0 106,579
DP 607 - Community Collaboration Project (Title IV-E)

03 1.00 25,000 0 3,025,000 3,050,000 1.00 25,000 0 25,000 50,000
DP 608 - Big Brothers Big Sisters Increase

03 0.00 25,000 0 0 25,000 0.00 25,000 0 0 25,000
DP 612 - Adoption Services

03 0.00 24,500 0 0 24,500 0.00 24,500 0 0 24,500
DP 621 - IV-E Independent Living Grant Increase

03 0.00 0 0 285,000 285,000 0.00 0 0 285,000 285,000
DP 623 - Shift General Fund to Child Support Enforcement

03 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)
DP 629 - In-Home Services

03 0.00 100,000 0 0 100,000 0.00 0 0 0 0
DP 631 - Family Foster Care Rate Increase 25 cents per day

03 0.00 54,193 0 29,181 83,374 0.00 55,819 0 30,056 85,875
DP 689 - FTE Reduction

03 (2.00) (20,253) 0 0 (20,253) (2.00) (20,323) 0 0 (20,323)
DP 893 - Maximize TANF funding in Foster Care

03 000 (1,941,212) 0 1,941,212 0 000 (1,941,212) 0 1,941,212 0

Total 5.25 $1,698,808  ($2,172,078) $5,854,292 $5,381,022 6.00  $1,695927 ($2,135,314) $2,776,463  $2,337,076

New Proposals
DP 118 - Foster Care Rate Increase - The legisature approved $871,000 general fund and $469,000 federal funds for a
2.8 percent provider rate increase for family foster care homesin the first year of the 2003 biennium.

DP 122 - Subsidized Adoption Rate Increase - The legislature approved $250,000 general fund and $234,000 federal
funds to support an adoption subsidy rate increase of 2.8 percent in the first year of the 2003 biennium.

DP 123 - Foster Care Facilities Rate Increase - The legislature approved $429,000 general fund and $231,000 federal
funds to support a 2.8 percent provider rate increase for foster care facilities in the first year of the 2003 biennium.

DP 139 - Child Protective Services - The legislature approved $975,000 general fund and $135,000 federal funds to
implement aredesign of the child welfare system in Montana. Thisitem includes funding for: 1) 5.25 FTE in fiscal 2002
and 6.0 FTE in fiscal 2003; 2) a centralized intake process; 3) an increased amount of in-home services ($275,000 for the
biennium); and 4) completion of 300 more family group conferences each year.

DP 425 - House Bill 124, Revise Local Government Funding - This decision package reflects the funding changes
necessary dueto provisions of HB 124. HB 124 provided that protective services be funded with general fund rather than
county funds. Due to the fiscal impact of HB 124, genera fund support for the division was increased $2,206,194 and
$2,241,893 in fiscal 2002 and 2003, respectively and state special revenue was reduced $2,172,078 and $2,135,314.

DP 607 - Community Collaboration Project (Title IV-E) - The legisature approved the addition of 1.0 FTE, $50,000
general fund and $3.0 million federal funds to support a community collaboration project that will implement use of
community funds as matching funds to obtain additional federal reimbursement under Title IV-E of the Socia Security
Act. Thisisaone-time-only appropriation.
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DP 608 - Big Brothers Big Sisters Increase - The legislature approved increased funding for the Big Brothers/Big Sisters
program of $50,000 general fund for the biennium. This is a one-time-only appropriation. Funding in the Operations
and Technology Division was reduced by this amount.

DP 612 - Adoption Services - The legidature provided $49,000 general fund for the biennium to support contracted
services related to adoptions.

DP 621 - IV-E Independent Living Grant Increase - The legislature appropriated an additional $570,000 federal funds for
the biennium for an increase in the federal 1V-E Independent Living Grant. The required general fund match is available
within the division's existing budget.

DP 623 - Shift Genera Fund to Child Support Enforcement - The legislature approved a plan submitted by the
department that shifts general fund from various divisions within the department to the Child Support Enforcement
Division to partially reinstate an FTE reduction approved by the legislature.

DP 629 - In-Home Services - The legislature approved $100,000 general fund in fiscal 2002 for In-Home Services.

DP 631 - Family Foster Care Rate Increase 25 cents per day - The legislature provided a 25 cent per day increase in the
family foster care rate. Current family foster care rates are $14.28 per day for children up to age 13 and $17.34 for
children age 13 and older. The additional 25 cents per hour raises these rates to $14.53 and $17.59 per day, respectively.

DP 689 - FTE Reduction - The legidature reduced FTE for al positions vacant for over seven months. Funds were not
reduced for the 2003 biennium, but the eliminated positions are not to be funded in the present law base budget
submitted for the 2005 biennium.

DP 893 - Maximize TANF funding in Foster Care - The legislature approved a change in foster care funding which
decreases general fund and federal funding from Title IV-E and increases TANF funding for foster care services. The
annual funding changes are: 1) decrease general fund by $1.9 million; 2) decrease federa Title IV-E funding by $1.0
million; and 3) increase TANF funding approximately $2.9 million.

Language

Item [Child and Family Services] includes increases of $2,206,194 of genera fund in fiscal 2002 and $2,241,893 of
genera fund in fiscal 2003 and reductions of $2,172,078 of state specia revenue in fiscal 2002 and of $2,135,314 of
state special revenue in fiscal 2003 that are contingent upon passage and approval of HB 124.

Funds in item [In-Home Services] may be used only to support the costs of in-home services for families in the child
welfare system. The department estimates that 100 families or 200 children will be served with this funding and that 80
percent of the families served will not enter the foster care system. If the department achieves this goal, the estimated
increases in the foster care caseload will decrease from 3 percent to 2 percent. Any savings realized because of a lower
than anticipated caseload increase may be used by the department to expand the provision of in-home services or other
services within the child welfare system.

PUBLIC HEALTH & HUMAN SERVICES B-42 CHILD & FAMILY SERVICES DIV



PUBLIC HEALTH & HUMAN SERVICES 04-DIRECTOR'S OFFICE

Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 3150 0.00 7.00 38.50 0.00 7.00 38.50 38.50
Personal Services 1,269,796 53,135 281,378 1,604,309 60,960 286,159 1,616,915 3,221,224
Operating Expenses 935,812 204,147 1,394,274 2,534,233 267,443 1,393,096 2,596,351 5,130,584
Equipment 0 0 8,948 8,948 0 8,948 8,948 17,896
Debt Service 11,897 0 0 11,897 0 0 11,897 23,794
Total Costs $2,217,505 $257,282 $1,684,600 $4,159,387 $328,403 $1,688,203 $4,234,111 $8,393,498
Genera Fund 550,778 (4,958) 625,498 1,171,318 (1,065) 629,070 1,178,783 2,350,101
State/Other Special 966,273 215,828 31,726 1,213,827 278,094 31,290 1,275,657 2,489,484]
Federal Special 700,454 46,412 1,027,376 1,774,242 51,374 1,027,843 1,779,671 3,553,913
Total Funds $2,217,505 $257,282 $1,684,600 $4,159,387 $328,403 $1,688,203 $4,234,111 $8,393,498

Program Description

The Director's Office provides overall policy development for the department. Specific functions within the Director's
Office are legal affairs, personnel services, public information, and state and local relations. The 2001 legislature
transferred administration of the tobacco control and prevention program to this program. The Director’s Office aso
provides support for the Montana Telecommunications Access Program (MTAP), which purchases telephone
communications devices and relay services for hearing, speech or mobility impaired persons. The Board of Health and
Human Services Appeals, the Public Health and Human Services Statewide Advisory Council, and the Montana Health
Care Advisory Council are administratively attached.

Program Narrative
The Director’s Office annual appropriation for the 2003 biennium is nearly double base budget expenditures. The most
significant changes over the biennium are:
?? Transfer of 5.0 FTE and $3.0 million total funds, including $1.1 million general fund, from the Health Policy and
Services Division for tobacco control and prevention
?? Addition of 1.0 FTE and $0.5 million in state specia revenue to fund increases in relay services, purchase of
hearing screening equipment for newborns, and other operating cost increasesfor MTAP
Addition of statewide present law adjustments of $0.3 million
Addition of 1.0 FTE and $0.2 million, including $0.1 million general fund, for adeputy director position
? Addition of $0.2 million general fund with an offsetting reduction of state special revenue for a net increase of
$8,759 to implement HB 124
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?? Addition of $0.1 million state special revenue to fund expansion of the AmeriCorps* Vista program
?? Reductions for vacancy savings and other items totaling $0.2 million total funds, including $0.1 million general
fund

Transfer of Tobacco Prevention and Control

The legidature transferred administration of the tobacco control and prevention program from the Health Policy and
Services Division to the Director's Office. Table 17 shows base budget funding and FTE, changes made by the
legidature, and the net amounts that were transferred. The legislature also added language to HB 2, indicating its intent
that the Interagency Coordinating Council on Prevention, which is administratively attached to the Director’s Office,
administer the program.

PUBLIC HEALTH & HUMAN SERVICES B-43 DIRECTOR'S OFFICE



PUBLIC HEALTH & HUMAN SERVICES

04-DIRECTOR'S OFFICE

The legidature accepted the executive request to
reduce the tobacco control and prevention program
appropriation by $6 million general fund over the
biennium.  There were severa other legidative
actions that also reduced the general fund
appropriation, including increased vacancy savings
and rent reductions, but the effect was minor
compared to the maor executive policy. The
legislature appropriated an increase in federal grant
funds that support the program, partially offsetting the
general fund reduction. Individual decision packages
that change the appropriations for tobacco control and
prevention are discussed in the Health Policy and
Services Division.

Funding

The total funding and the funding mix supporting the
Director’s Office change from the base budget to the
fiscal 2003 appropriation. Federal funds increase
from 31.6 of total funds in the base budget to 42
percent of the total in fiscal 2003, while general fund
increases from 24.8 percent to 27.8 percent. State
special revenue declines from 43.6 of total base

Table 17
Tobacco Control and Prevention Program Base Budget,
Appropriation Changes and Net Transfer to Director's Office

Program/Appropriation
Changes from Base Budget

Fiscal 2000
Base

Legidative Appropriation
Fiscal 2002 Fiscal 2003

Base Budget Health Policy and Services Division

FTE 6.37 1.37 1.37
Genera Fund $3,509,161 $0 $0
Federal Funds 821,020 0 0
Total Funds $4,330,181 $0 $0
Changes Enacted for 2003 Biennium
General Fund Reductions ($3,006,996)  ($3,007,006)
Net Increase in Federal Grant $159,106 $159,573
($2,847,890)  ($2,847,433)
Net Transfer to Director's Office
FTE 0.00 5.00 5.00
General Fund $0 $502,165 $502,155
Federal Funds 0 980,126 980,593
Total Funds $0 $1,482,291 $1,482,748

expendituresto 30.1 percent of the fiscal 2003 appropriation.

Table 18
Director's Office Funding

Actua Legislative Appropriation Percent
Fund Source Fiscal 2000 Fiscal 2002 Fiscal 2003 of Total
General Fund $550,778 $1,171,318 $1,178,783  27.8%
Percent of Total Funds 24.8% 28.2% 27.8%
State Special Revenue
Telecommunications Access $695,226 $931,090 $991,825  23.4%
ICC Donations 37,010 106,827 106,826 2.5%
Indirect /Cost Allocation 234,037 175,910 177,006 4.2%
Subtotal State Specia Revenue $966,273 $1,213,827 $1,275657 30.1%
Percent of Total Funds 43.6% 29.2% 30.1%
Federal Funds
Tobacco Control and Prevention $0 $980,126 $980,593 23.2%
Indirect /Cost Allocation 700,454 794,116 799,078 18.9%
Subtotal Federal Funds $700,454 $1,774,242 $1,779.671  42.0%
Percent of Total Funds 31.6% 42.7% 42.8%
Total Funds $2,217,505 $4,159,387 234111 100.0%
Increase Above Base 87.6% 90.9%
Annual Rate of Change from Base 37.0% 24.1%
PUBLIC HEALTH & HUMAN SERVICES B-44

The state specia revenue reduction islargely due to
HB 124, which changed the way local governments
arefunded. Previoudly, a share of Director’s Office
costs were alocated to counties. The legislature
increased general fund and reduced county funds
due to passage of HB 124.

Other state special revenue funds that support the
Director’'s Office are derived through Interagency
Coordinating Council funding transfers, the
DPHHS cost dlocation plan, and the MTAP tax --
a monthly ten-cent assessment on every telephone
line in the state. This assessment is collected by
telecommunication services providers.

The legidature discussed the ending fund balance
in the MTAP account which was projected to total
between $0.7 to $1.2 million by the end of the 2003
biennium. The legislature chose to leave the
balance in the account.
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Federa funds are tobacco control and prevention grants and a portion of federal grants received by the department that
are used to pay administrative costs associated with the Director's Office. Transfer of the tobacco control program is the
most significant reason that federal funds increase as a percent of the total appropriation.

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 150,257 158,406
Vacancy Savings (39,098) (39,341)
Inflation/Deflation 2,554 4,835
Fixed Costs 10,142 11,408
Total Statewide Present Law Adjustments $123,855 $135,308
DP 200 - MTAP Sprint Relay
0.00 0 202,583 0 202,583 0.00 0 262,370 0 262,370
DP 695 - Reduce General Fund to Support Deputy
0.00 (40,000) 0 0 (40,000) 0.00 (40,000) 0 0 (40,000)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (4,002) (1,164) (5,966) (11,132) 0.00 (4,016) (1,168) (5,986) (11,170)
DP 699 - Vacancy Savings at 4 Percent
0.00 (6,793) (3,965) (7,266) (18,024) 0.00 (6,823) (3,982) (7,300) (18,105)
Total Other Present Law Adjustments
0.00 ($50,795) $197,454 ($13,232) $133,427 0.00 ($50,839) $257,220 ($13,286) $193,095
Grand Total All Present Law Adjustments $257,282 $328,403

Present Law Adjustments

The "Present Law Adjustments’ table shows the primary changes to the adjusted base budget approved by the
legidature. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. The other
numbered adjustments in the table correspond to the narrative descriptions.

DP 200 - MTAP Sprint Relay - The legislature added $464,953 state specia revenue over the biennium to meet
increased contract costs associated with relay services for MTAP and expanded outreach efforts. MTAP contracts for
telephone relay services. The base budget rate is $1.20 per relay minute compared to contract rates of about $1.30 for
the 2003 biennium. While the Executive Budget was based on a rate of $1.50 per minute (a 25 percent increase), the
legidlature approved the full request with the understanding that funds not expended on relay services would be used for
other services, such as expanded outreach.

DP 695 - Reduce General Fund to Support Deputy — The legislature reduced general fund $40,000 each year of the
biennium. The legislature made the reduction to offset the cost increase of adding a deputy director position. The
legislature did not specify what actions DPHHS should take to reduce expenditures to accomplish the funding reduction,
leaving such decisions up to the discretion of the director.

DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
DP 96 - AmeriCorps*Vista Program
04 0.00 0 70,000 0 70,000 0.00 0 70,000 0 70,000
DP 97 - MTAP Human Services Specialist FTE
04 1.00 0 36,439 0 36,439 1.00 0 36,566 0 36,566
DP 421 - Transfer Tobacco Control and Prevention Program
04 5.00 502,165 0 980,126 1,482,291 5.00 502,155 0 980,593 1,482,748
DP 425 - HB 124 - Revise Local Government Funding
04 0.00 93,333 (90,463) 0 2,870 0.00 96,915 (91,026) 0 5,889
DP 623 - shift Funding to Child Support Enforcement — DPHHS
04 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)
DP 884 - Deputy Director
04 1.00 37,000 15,750 47,250 100,000 1.00 37,000 15,750 47,250 100,000
Total 7.00 $625,498 $31,726 $1,027,376 $1,684,600 7.00 $629,070 $31,290  $1,027,843  $1,688,203

New Proposals

DP 96 - AmeriCorps*Vista Program - The legislature appropriated $140,000 state special revenue over the biennium to
maintain the current anticipated number of AmeriCorps*VISTA volunteers, and to continue the AmeriCorps*VISTA
contract with the Corporation for National and Community Service (CNCS). By the end of fiscal 2001, DPHHS
estimates there will be 10 cost-share volunteers and 20 CNCS supported volunteers in Montana.  The state special
revenue is an annual fee paid by the community program requesting AmeriCorps*VISTA services.

Each community program must submit an outline of the project the volunteer will be involved with as well as the project
duration. The fee paid by the community is based on the number of years needed to accomplish project goals.

DP 97 - MTAP Human Services Speciaist FTE - The legislature accepted the executive request to add $73,005 state
special revenue over the biennium for 1.0 FTE human services specialist position for MTAP. This position will be
responsible for providing installation, service and training in use of telephone devices and related equipment for deaf and
hearing-impaired Montanans.

DP 421 - Transfer Tobacco Control and Prevention Program - The legislature transferred 5.0 FTE and $3 million total
funds ($1 million general fund) over the biennium from the Health Policy and Services Division to the Interagency
Coordinating Council on Prevention in the Director's Office. The legidature added language to HB 2 indicating its intent
that the Interagency Coordinating Council administer the program.

DP 425 - HB 124 - Revise Local Government Funding - The legidature passed HB 124, which revises local government
funding. One of the changesin HB 124 replaces county funding of public welfare and foster care functions with general
fund. The legisature added $190,248 general fund over the biennium and reduced state special revenue county funds by
$181,489. The net increase in general fund ($8,759 over the biennium) supports the pay plan increase that would have
been funded from county funds prior to the passage of HB 124. The pay plan appropriation was included in HB 2 since
the pay plan bill (HB 13) was transmitted to the Governor prior to the passage of HB 124.

DP 623 - Shift Funding to Child Support Enforcement - DPHHS - The legislature approved a plan submitted by DPHHS
that shifts $250,000 general fund from various divisions to the Child Support Enforcement Division. This funding shift
partidly reinstates areduction in FTE in the Child Support Enforcement Division that was approved by the legislature.

DP 884 - Deputy Director - The legislature approved the executive request to fund a deputy director position. The
change adds $200,000 total funds (including $74,000 general fund) over the biennium. The legislature reduced general
fund in the Director's Office budget by $80,000 over the biennium to offset this cost increase (present law adjustment DP
695).
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Language
Item [Director’s Office] includes $1,482,291 in fiscal 2002 and $1,482,748 in fiscal 2003 for the tobacco prevention and

control program. It istheintent of the legislature that the Interagency Coordinating Council on Prevention administer the
tobacco control and prevention program.

Fundsin item [deputy director appropriation] may be used only to fund a deputy director position within the department.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 189.75 0.00 (6.00) 183.75 0.00 (6.00) 183.75 183.75
Personal Services 6,071,450 686,537 75,292 6,833,279 722,366 73,058 6,866,874 13,700,153}
Operating Expenses 2,278,971 174,596 877,695 3,331,262 152,589 142,786 2,574,346 5,905,608
Equipment 0 0 0 0 0 0 0 0
Local Assistance 6,249 0 0 6,249 0 0 6,249 12,498
Debt Service 12,458 0 0 12,458 0 0 12,458 24,916
Total Costs $8,369,128 $861,133 $952,987  $10,183,248 $874,955 $215,844 $9,459,927 $19,643,175
Genera Fund 211 (211) 225,000 225,000 (211) 225,000 225,000 450,000
State/Other Special 2,327,013 679,528 70,606 3,077,147 683,939 (147,023) 2,863,929 5,941,076
Federal Specia 6,041,904 181,816 657,381 6,881,101 191,227 137,867 6,370,998 13,252,099]
Total Funds $8,369,128 $861,133 $952,987  $10,183,248 $874,955 $215,844 $9,459,927 $19,643,175

Program Description

The Child Support Enforcement Division (CSED) is responsible for pursuing and obtaining financial and medical
support for children. The division pursues establishment of paternity, enforcement of child support court orders, and
collection of financial support owed by obligated parents. Division staff locate absent parents, identify and locate assets,
establish paternity, and ensure that obligated parents maintain medical insurance coverage for their dependent children.
Child support services are provided to families receiving public assistance and families not on public assistance who
regquest services. Child support services are available to families regardless of income level.

Activities performed by the division are authorized in Title 40, Chapter 5, MCA and are mandated under Title IV-D of
the Social Security Act, 42 USC 651 et seg., and 45 CFR, Chapter 3.

Program Narrative
The legislature adopted a portion of the CSED 15 percent reduction plan, which resulted in a reduction by 26.0 FTE.
The state specia revenue that supported these FTE ($357,446 annually) was moved to the Operations and Technology
Division to fund the System for the Enforcement and Recovery of Child Support (SEARCHS) costs and the general fund
support for the SEARCHS system was reduced by this amount. The legislature subsequently approved three actions,
which when combined result in reinstatement of these 26.0 FTE. The three actions taken by the legidature to reinstate
these FTE included:
1. approval of a plan submitted by the department to shift $125,000 general fund and matching federal funds per
year from various divisions within the department to the Child Support Enforcement Division to support 10.0
FTE;
2. provision of $100,000 general fund and matching federal funds per year to reinstate 8.0 FTE; and
3. provision of $132,000 state special revenue and $256,235 federal funds per year to support 8.0 FTE.

The legidlature a'so removed 8.0 FTE that had been vacant for more than seven months. The funding for these positions
remains in the approved budget. However, the division must request the positions as new positions in the 2005 biennium
budget request.

Funding
The 2003 biennium budget for CSED is funded by $450,000 general fund, with the balance of the division's budget being
funded by state special revenue and federal funds. Federa funds provide approximately 67 percent of the funding for the
division.
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The primary sources 'of sFate special Table 19
revenue for CSED consist of: Child Support Erforcement Division Funding
1. ret_entlon of the staIes_share of S 000 Cegidaive Appropridion  Parca
child support collections for | ppgsource Acdud  FisAl 2002 Fiscd 2008 of Toid
clients who receive or have
received assistance from Generd Fund $211 $225,000 $225,000 2.4%
Families Achievi ng Percent of Totd 0.0% 2.2% 24%
Independence  in  Montana _
(FAIM), Montanas TANF Siate Special Revenue
rogram; and Child Support State Share $2,327,013 $3,077,147 $2,863929  30.3%
P ! . . Percent of Total 278% 30.2% 30.3%
2. performance-based  incentive
funds awarded by the federa Federal Funds
government. Child Support 1VD 66 Percent 5,718,559 6,469,524 5958562  63.0%
TANF Benefits 198,281 247,331 248,190 26%
The child Support state Spec|a| revenue Accessand Vidtation Grant 41,858 100,000 100,000 1.1%
. . Child Support 1VD 90 Percent 83,206 64,246 64,246  0.7%
account_ (_also provides approximately Subtotdl Federd Funds $6,041004  $,881,101  $6370998  67.3%
$1.3 million, or 19.1 percent of the Peroet of Totd > 19% & 579 eyl
funding needed to support the System =7 =0 aadl
for the Enforcement and Recovery of Total Funds $8369,128 $10183248  $9459927 100.0%
Child Support (SEARCHS) automated
system. The genera fund provides $1.0 Increase Above Base 21.7% 13.0%
million or 14.9 percent of the funding Annua Rete of Changefrom Base 103% 4%
for SEARCHS and federal funds

provide $4.4 million or 66.0 percent.

Table 19 summarizes the actual and anticipated revenue and expenditures of child support state special revenue for fisca
2000 through fiscal 2003. Revenues are expected to stabilize at approximately $4.1 million per year. Expenditures vary
from year to year due in part to the amount of general fund support provided to CSED and the costs associated with
SEARCHS. Because 2001 biennium collections of state specia revenue were greater than anticipated, the department
plansto:

?? Revert $646,725 general fund appropriated to support the division in fiscal 2000

?? Transfer $638,154 general fund appropriated in fiscal 2001 to the Addictive and Mental Disorders Division for

mental health services
?? Utilize $856,674 of state specia revenue instead of general fund in fiscal 2001 for costs of the SEARCHS system
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The balance in the child support state special
revenue fund is estimated to be $1.0 million
at the end of the 2003 biennium. However,
as Table 20 illustrates, the ongoing revenue
in this fund is not adequate to support
ongoing expenditures. In the 2003 biennium
$1.4 million genera fund supports costs
associated with the CSED and the
SEARCHS system. The child support state
special revenue fund continues to have a
structural imbalance when revenues are
compared to total expenditures for the
CSED and the SEARCHS system.

The revised federal incentive program
included in the Child Support Performance
and Incentive Act of 1998, has been
beneficial to Montana. However, federal
law includes language requiring states to
utilize the federal incentive funds to
supplement child support  enforcement
programs and not to supplant current
funding for programs. Failure to comply
with this requirement could result in the loss
of federal incentive funds equal to the
amount of funds supplanted. Compliance
with this requirement will be measured by
using the expenditure level for either the
average of the three federal fiscal years
1996, 1997, and 1998, or federal fiscal 1998
as the base. The department has determined
that it is most beneficial for Montana to use
federal fiscal 1998 as the base for
determining compliance.

Table 20
Summary of State Special Revenue Fund - Child Support Collections
Description Fiscal 2000 Fiscal 2001  Fiscal 2002  Fiscal 2003
Beginning Balance $400,949 $493,672 $317,011 $837,514
Revenues:
State Share of TANF Collections $1,242,632 $1,180,500 $1,121,475 $1,065,402
Federal Incentive Funds 1,946,280 2,689,863 2,965,620 3,035,588
Other Revenue 23,162 18,000 18,000 18,000
Total Revenues $3,212,074  $3,888,363  $4,105,095  $4,118,990
Expenditures:
CSED Legislative Appropriation $2,327,013  $2,420,196  $3,077,147  $2,863,929
Cost Allocation 145,613 150,000 150,000 37,013
SEARCHS System * 0 856,674 357,446 906,446
2001 Biennium Funding Change* 646,725 638,154 0 0
Total Expenditures $3,119,351  $4,065,024 $3,584,593  $3,807,388
Revenue Over (Under) Expenses $92,723  ($176,661) $520,502 $311,602
Ending Balance $493,672 $317,011 $837,514  $1,149,115
Summary of General Fund Support :*
CSED Legislative Appropriation $225,000 $225,000
SEARCHS Legislative Appropriation 737,391 254,214
Total General Fund Support $962,391 $479,214

*Notes:

CSED isthe Child Support Enforcement Division.

SEARCHS is the System for the Enforcement and Recovery of Child Support.

CSED received agenera fund appropriation for the 2001 biennium. However, the department
plans to revert the fiscal 2000 appropriation of $646,725 and to transfer the fiscal 2001
appropriation of $638,154 to the Addictive and Mental Disorders Division. State special

revenue will be used to fund CSED costs rather than general fund in the 2001 biennium.

The legislature appropriated general fund of $962,391 in fiscal 2002 and $479,214 in fiscal 2003
to support CSED and SEARCHS costs.

Other sources of federal funds supporting CSED include:
?? the Temporary Assistance for Needy Families (TANF) block grant ($495,521), which supports 7.0 FTE liaisons
whose duty is to help welfare recipients and workers in welfare offices understand child support
?? the Access and Visitation Grant ($200,000), afederal grant with the objective of facilitating access to and visitation
with their children by noncustodial parents
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 965,557 1,002,883
Vacancy Savings (190,720) (191,840)
Inflation/Deflation (2,636) (809)
Fixed Costs 41,786 43,858
Total Statewide Present Law Adjustments $813,987 $854,092
DP 11 - Voice Response Unit Enhancements
0.00 0 10,200 19,800 30,000 0.00 0 0 0 0
DP 12 - Contract Adjustments
0.00 0 10,880 21,120 32,000 0.00 0 10,880 21,120 32,000
DP 13 - Office Lease Renegotiation for Inflation
0.00 0 3,005 5,833 8,838 0.00 0 4,397 8,535 12,932
DP 14 - Access and Visitation Grant
0.00 0 11,111 59,816 70,927 0.00 0 11,111 59,816 70,927
DP 696 - Data Network Fixed Cost Reduction
0.00 0 (575) (2,244) (2,819) 0.00 0 (575) (2,244) (2,819)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 0 0 0 0 0.00 0 0 0 0
DP 699 - Vacancy Savings at 4 Percent
0.00 0 (30,096) (61,704) (91,800) 0.00 0 (30,221) (61,956) (92,177)
Total Other Present Law Adjustments
0.00 $0 $4,525 $42,621 $47,146 0.00 $0 ($4,408) $25,271 $20,863
Grand Total All Present Law Adjustments $861,133 $874,955

Present Law Adjustments

The "Present Law Adjustments’ table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to al agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 11 - Voice Response Unit Enhancements - The legislature approved $30,000 in state specia revenue and federal
funds in the first year of the biennium for upgrades to the voice response system. System upgrades would allow
customers more automated options, including access to more payment information and information regarding obligor
notices.

DP 12 - Contract Adjustments - The legislature approved $64,000 in state specia revenue and federal funds for the
biennium to fund adjustmentsin contracts for the Customer Service Unit ($24,000) and New Hire Reporting ($40,000).

DP 13 - Office Lease Renegotiation for Inflation - The legislature approved $21,770 state specia revenue and federa
funds for the biennium to support increased costs for office leases. This represents an increase of 2.6 percent in fiscal
2002 and an additional 1.1 percent in fiscal 2003.

DP 14 - Access and Visitation Grant - The legislature approved $141,854 of state special revenue and federal funds for
the biennium for the Access and Visitation Grant. The purpose of this grant is to facilitate non-custodia parents access
to and visitation with their children.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at a level lower than that proposed
by the executive and used to develop the associated fixed cost budget requests. This adjustment removes the
corresponding fixed costs from agency budgets.
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DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 10 - Funding of 2 FTE

05 2.00 0 27,327 53,047 80,374 2.00 0 27,423 53,234 80,657
DP 99 - SEARCHS Level of Effort Increase

05 0.00 0 209,104 405,908 615,012 0.00 0 0 0 0
DP 100 - Financid Institutions Data Match

05 0.00 0 51,000 99,000 150,000 0.00 0 51,000 99,000 150,000
DP 501 - Cost Study of Raising a Child in Montana

05 0.00 0 8,621 113,793 122,414 0.00 0 0 0 0
DP 603 - HB 64 Plan, Close Regional CSED Office/Fund SEARCH

05 (26.00) 0 (357,446) (707,366) (1,064,812) (26.00) 0 (357,446) (707,366)  (1,064,812)
DP 615 - Partially Reinstate CSED Reduction

05 8.00 100,000 0 194,117 294,117 8.00 100,000 0 194,117 294,117
DP 622 - Partialy Reinstate CSED Reduction - DPHHS Plan

05 10.00 125,000 0 242,647 367,647 10.00 125,000 0 242,647 367,647
DP 630 - Reinstate FTE Reduction

05 8.00 0 132,000 256,235 388,235 8.00 0 132,000 256,235 388,235
DP 689 - FTE Reduction

05 (8.00) 0 0 0 0 (8.00) 0 0 0 0

Total (6.00) $225,000 $70,606 $657,381 $952,987 (6.00) $225,000 ($147,023) $137,867 $215,844

New Proposals

DP 10 - Funding of 2 FTE - The legislature approved $161,031 state specia revenue and federal funding for 2.0 FTE at
grade 14, including 1.0 FTE pardega and 1.0 FTE obligor liaison. The paralegal would complete legal research and
assist the CSED central office attorney. The obligor liaison would be responsible for promoting good relationships with
obligors by doing outreach and by assisting obligors in understanding their roles and responsibilities in terms of the
process of collecting child support.

DP 99 - SEARCHS Level of Effort Increase - The legislature approved $209,104 state specia revenue and $405,908
federal fundsto increase the level of effort on the SEARCHS system facility maintenance contract by 20 percent.

DP 100 - Financia Institutions Data Match - The legislature approved $300,000 state specia revenue and federal funds
for the biennium for costs of completion of financia institution data matches. The Personal Responsibility and Work
Opportunities Reconciliation Act requires that states enter into agreements with financial institutions conducting business
within their state for the purpose of completing data matches in order to locate accounts belonging to parents delinquent
in child support. Data matches with financial institutions must be completed each calendar quarter. Once an account has
been identified by the data match, the account may be frozen and seized to satisfy the parent's child support obligation.
The financial ingtitution data match is also arequirement for federal certification of SEARCHS.

DP 501 - Cost Study of Raising a Child in Montana - The legislature approved state special revenue and federal funding
of $122,414 in the first year of the biennium for completion and administration of a study of the cost of raising a child in
the State of Montana. The results of this study will be utilized in the periodic review of the Uniform Child Support
Guidelines prescribed by 40-5-209, MCA.

DP 603 - HB 64 Plan, Close Regional CSED Office/Fund SEARCH - The legidature approved the portion of the Child
Support Enforcement plan (15 percent reduction), required by HB 64 of the 1999 session, regarding closure of aregional
CSED office including a reduction of 26.0 FTE. The legidature approved usage of the state specia revenue available
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due to this reduction, rather than general fund, to fund SEARCHS system costs in the Operations and Technology
Division. Other legidlative action restored al 26.0 FTE (see new proposa 615, 622, and 630).

DP 615 - Partialy Reinstate CSED Reduction - The legislature provided $100,000 general fund per year and federal
matching funds to reinstate 8.0 of a 26.0 reduction in FTE that was approved by the legislature.

DP 622 - Partiadly Reinstate CSED Reduction - DPHHS Plan - The legidature approved a plan submitted by the
department that provides $250,000 general fund from other divisionsin the department to the Child Support Enforcement
Division to reinstate 10.0 of a 26.0 reductionin FTE in that was approved by the legislature.

DP 630 - Reinstate FTE Reduction - The legislature provided $132,000 state special revenue and $256,235 federal fund
per year to reinstated 8.0 of the 26.0 FTE reduction made as included in the division's HB 64, 15 percent reduction plan.

DP 689 - FTE Reduction - The legidature reduced FTE for al positions vacant for over seven months. Funds were not
reduced for the 2003 biennium, but the eliminated positions are not to be funded in the present law base budget
submitted for the 2005 biennium.

Language
Funds included in item [Financial Ingtitutions Data Match] may be used only to support costs for the completion of a
financial institution data match.

Funds included in item [Cost Study - Raising a Child in Montana] may be used only to support the costs incurred to
complete a study of the costs of raising achild in Montana.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 146.52 7.00 0.50 154.02 7.00 0.50 154.02 154.02
Personal Services 6,226,859 198,990 115,592 6,541,441 239,763 115,992 6,582,614 13,124,055
Operating Expenses 15,603,433 1,850,656 (1,296,137) 16,157,952 1,547,739 (288,780) 16,862,392 33,020,344
Equipment 336,877 24,000 90,709 451,586 0 90,709 427,586 879,172
Capital Outlay 0 0 0 0 0 0 0 0
Grants 6,527,225 50,000 746,420 7,323,645 50,000 462,410 7,039,635 14,363,280,
Benefits & Claims 209,802,306 58,591,649 6,661,857 275,055,812 76,287,480 9,164,413 295,254,199 570,310,011
Debt Service 2,576 0 0 2,576 0 0 2,576 5,152
Total Costs $238,499,276  $60,715,295 $6,318,441  $305,533,012  $78,124,982 $9,544,744  $326,169,002 $631,702,014]
Genera Fund 48,619,148 11,294,715 4,324,902 64,238,765 15,156,841 4,766,885 68,542,874 132,781,639
State/Other Special 11,561,315 1,589,965 (5,962,537) 7,188,743 2,242,300 (6,022,730) 7,780,885 14,969,628
Federal Specia 178,318,813 47,830,615 7,956,076 234,105,504 60,725,841 10,800,589 249,845,243 483,950,747
Total Funds $238,499,276  $60,715,295 $6,318,441  $305,533,012  $78,124,982 $9,544,744  $326,169,002 $631,702,014

Program Description

The Health Policy and Services Division is responsible for the planning and implementation of statewide health policy.
The purpose of the division is to improve and protect the health and safety of Montanans. The division provides awide
range of preventive, primary, acute care, and public health services to individuals and communities through contracts
with a broad range of private and public providers, including physicians, public health departments, clinics, and
hospitals. The division administers public health programs including, but not limited to, Women's, Infants, and
Children's Specia Nutrition Program (WIC), Materna and Child Public Health Services, Immunization Programs,
STD/HIV prevention, Emergency Medical Services, Family Planning, Abstinence Education, acute and primary care
components of the Medicaid Program, and the Children's Health Insurance Program (CHIP). Public hedth is
administered at both the state level and at the local level through contract arrangements with local public health and other
health service agencies. The division contracts with over 500 non-profit providers for the delivery of heath care
services. The Medicaid Program is a voluntary state/federal partnership to provide and finance these services for low-
income persons who are aged, blind, or disabled, or in families with dependent children. To be eligible for Medicaid, an
individual must meet income and resource guidelines and be included in a family with dependent children or be
determined by SSI to be elderly or disabled. The division administers the CHIP Program through a contract with an
insurance plan. The division also manages the functions of the tumor registry and the environmental laboratory.

Biennial Budget Comparison

The Program Legidlative Budget, Present Law Adjustment, and New Proposal tables all measure the change in the 2003
biennium appropriation compared to base budget expenditures in fiscal 2000. However, a significant proportion of the
present law adjustments in this program are related to incremental changes between fiscal 2000 actual costs and the fiscal
2001 appropriation increases for provider rates and growth in Medicaid caseloads. The changes between fiscal 2000 and
fiscal 2001 program costs are a component of some of the present law adjustments approved by the legidature.

Table 21 compares the 2003 biennium appropriation to the actual expenditures and appropriation for the 2001 biennium.
The 2003 biennium appropriation does not include the pay plan increase. The 2003 biennium appropriation is $141
million higher than the 2001 biennium, excluding the supplemental appropriation for fiscal 2001 approved in HB 3. If
the supplemental appropriation for fiscal 2001 isincluded, the biennia difference dropsto $125 million.
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The rest of the tables in this narrative compare Table 21
changes in the 2003 biennium appropriation to fiscal 2001 Biennium Compared to 2003 Biennium®*
2000 base budget expenditures. When the 2003 Heslth Policy and Services Division
biennium appropriation is compared to base budget
expendltur%'the b_lennlal mcregsg is $155 million Budget Item/Fund 2001 Biennium 2003 Biennium Change c';e;'C;ndt
total funds, including $35.5 million genera fund.
Calculating the 2003 biennium appropriation change | FTE** 146.47 154.02 7.55
compared only to base budget expenditures resultS | Persona Services $12,349,017  $13,124,055 $775038  0.5%
in a change that is $14 million higher than | Operating 30,734,301 33,020,344 2,286,043 1.6%
comparing _biennial amounts and 829 million | ST ol | mons o
general fund higher than comparing the biennial | genefitsclaims 431063952 570310011 139246059  98.7%
amounts. Debt Service 3371 5152 lrel  0.0%

Total Costs $490,693,151 $631,702,014 $141,008,863  100.0%
Benefit cost increases account for nearly 99 percent
of the increase between the 2003 and 2001 biennia. gz:fa‘ g;d 1‘2)2’222122? 112132322: i’gg?g;%) Zigz’;’
_Mfeldi caid Case!gad growth and phar nd1acy COSt | Fserat Fures 369113758 433950747 114836980  B14%
inflation, provider rate increases, and a new
Medicaid intergovernmental transfer program for ;ca)rtal Fulnds $490,693,151 $631,702,014 $14l,008,2693:>/ 100.0%
county operated critical access hospitals are the most cent Increase ’
significant cost drivers. Operating cost increases | Total With Supplemental***
account for almost 2 percent of the total change, | wg2Tota $490,603151  $631,702,014  $141,008,863
largely due to computer system upgrades and federal | Supplemental Generdl Fd 4,437,807 0 (4,437,807)
categorical grant increases. Reductions in grant | Stpplementa Fed. Fd. 11,965,517 0 (1L965517)
costs offset some of the increases in other areas and | Tota With Supplemental  $507,096,475  $631,702,014  $124,605,539
are due to elimination of the tobacco prevention and | PercentIncrease 25%
control program and 'Fransfer of _the remaning *The pay plan appropriation for the 2003 biennium is not included.
budget and FTE to the Director’s Office. **2001 biennium FTE are the number funded for fiscal 2001.

***The 2001 biennium includes the supplemental request approved in HB 3.
General fund is 23 percent of the total increase,

growing largely due to a funding shift from HB 124 that reallocated tax revenues and some responsibilities between the
state and local governments. HB 124 eliminated the 9-mill property tax levy that 13 state-assumed counties had been
required to levy and remit to the state for administration of public welfare and child welfare services. The legidature
reduced state special revenue by $16 million and increased general fund by alike amount due to passage of HB 124 and
changesin the amount that 9-mills would generate.

Federal funds support the majority of the 2003 biennium increase, accounting for 81 percent of the total. Federal funds
increase due to Medicaid cost increases, the increase in the federal match rate for Medicaid services, and federal grant
increases.

Supplemental Offset in 2003 Biennium

DPHHS testified that it would undertake several changesin hospital reimbursement in order to mitigate the supplemental
appropriation in the 2003 biennium. The changes include:
?? Reducing reimbursement to out-of-state hospitals to the in-state hospital rate
?? Altering diagnostic related group (DRG) rates to reflect changes in case mix and to account for the capital cost
component on aretrospective basis
?? Raising the threshold at which a cost is considered an “outlier” and additional reimbursement beyond the DRG rate
ispad

Program Narrative

The Health Policy and Services Division (HPSD) budget request is $155 million higher over the 2003 biennium, when
compared to base budget expenditures. As summarized in the Proposed Legidative Budget table, present law
adjustments add $139 million, including $26.5 million general fund, and new proposals add $16 million, including $9
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million general fund.

Sgnificant Budget Proposals

The biennial cost of the most significant changes approved by the legidatureis:

Yds
Yds

7?

303

303

$66 million, including $17 million general fund, for Medicaid caseload growth and cost increases

$41 million total funds, including $9 million state special revenue, in response to legislative audit findings that
require budgeting of expenditures that were abated in the Medicaid and WIC program base budgets

$21.5 million, including $4 million general fund and 6.0 FTE, to fully fund CHIP which was phased in during the
2001 biennium

$9 million, including $1.6 million genera fund and $0.9 million interest from the newly created tobacco settlement
constitutional trust fund, for Medicaid provider rate increases

$5.9 million and funding for 5.5 FTE for 11 new or increased federal grants

$5 million in federal Medicaid funds for outreach and matching funds for Medicaid eligible services provided by
schools

$0.9 million genera fund for implementation of the trauma system, fiber optic equipment for rural hospitals, state
matching funds for federal WIC vouchers for use at farmers markets, continuation of the certificate of need
program for major medical facilities, and assistance for Montanans exposed to asbestos

$0.8 million for AIDS funding increases including $84,010 general fund

$0.3 million state special revenue, including 2.0 FTE for lab, emergency medical technician certification, and
inspection services funded by fee revenues
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The legidature also approved a significant funding
switch that increased general fund by $15.6 million to
implement HB 124, a bill that reallocated certain taxes
between state and local governments and transferred
administration of public welfare and child welfare
programs to the state. Previoudy, 13 counties had
opted to transfer administration of these programs to
the state and levied and remitted 9 mills of local
property tax revenue to the state. The 9-mill levy state
specia revenue had been expended as state match for
Medicaid services. The legidature replaced the 9-mill
levy income with $15.6 million general fund over the
biennium.

Appropriation increases for this program were partially
offset by reductions in the tobacco control and
prevention program. The legidature approved the
executive request to reduce expenditures by $6 million
general fund over the biennium and transfer 5.0 FTE
and $3 million, including $1 million general fund, to
the Director’s Office.

Funding

Table 22 shows base budget expenditures and the 2003
biennium appropriation by fund. General fund
supports about 21 percent of the division budget in the
2003 biennium. The biggest share of general fund
provides matching funds for the Medicaid programs
administered by the division - about $121 million (or
91 percent) of the $133 million general fund
appropriation for the 2003 biennium. Matching costs
for CHIP account for $6 million genera fund over the
biennium. After deducting for Medicaid and CHIP
state match, $6 million or 4.5 percent of the division
general fund budget supports other programs and
functions.

State specia revenue declines from about 5 percent of
funding in the base budget to 2 percent in fiscal 2003,
largely due to the impact of HB 124. The most
significant source of state special revenue is Medicaid
drug rebate collections. Rebate collections, as well as
the tobacco interest income and funds from county

07-HEALTH POLICY & SERVICES DIVISION

Table22
Health Policy and Services Funding Summary
Fiscal 2000 Legidlative Appropriation Percent

Fund Source Actual Fiscal 2002 Fiscal 2003 of Total

General Fund $48,619,148 $64,238,765 $68,542,874 21.0%
Percent of Total 20.4% 21.0% 21.0%

State Specia Revenue
Drug Rebate Collections $0 $4,346,108 $4,845,205 1.5%
Public Health Laboratory Fees 1,450,447 1,449,655 1,456,050 0.4%
Food/Lodging License 466,468 503,281 505,181 0.2%
Tobacco Interest Constitutional Trust 0 420,012 505,983 0.2%
Intergovernmental Transfer 0 267,525 266,144 0.1%
Baby Y our Baby 68,974 68,974 68,974 0.0%
EMT Certification 21,784 58,134 58,134 0.0%
DHES Food and Consumer 57,365 54,804 54,795 0.0%
9 Mill State Assumed County Levy 9,340,584 0 0 0.0%
CHIP Program 136,151 0 0 0.0%
Indirect/Cost Allocation 19,542 20,250 20,419 0.0%

Subtotal State Special Revenue $11,561.315 $7,188,743 $7,780.885 2.4%
Percent of Total 4.8% 2.4% 2.4%

Federal Funds
Medicaid Benefits - Matching $127,966,628 $167,028,922 $182,016,481 55.8%
Medicaid Benefits - 100% Fed. 20,538,915 21,538,915 21,588,915 6.6%
Women, Infants & Children 12,553,993 16,478,640 17,559,373 5.4%
CHIP Grant 3,122,076 11,874,487 11,855,085 3.6%
Medicaid Administration 2,634,487 3,661,389 3,663,305 1.1%
Maternal & Child Health Block Grt 2,561,573 2,615,104 2,618,055 0.8%
Family Planning Title X 1,113,957 1,096,996 1,094,812 0.3%
Preventive Health Block Grant 1,043,457 1,091,547 1,097,122 0.3%
AIDS Federal Grant 1,009,360 1,143,560 1,145,368 0.4%
Breast/Cervical Cancer Prev. 1,011,767 1,037,277 1,038,421 0.3%
Vaccination Program 626,280 619,705 623,171 0.2%
Fetal Alcohol Syndrome 0 600,000 600,000 0.2%
Diabetes Control 384,480 693,254 575,720 0.2%
Bioterrorism 0 454,346 454,346 0.1%
Ryan White Act, Title 11 447,057 718,033 718,029 0.2%
Data Integration 349,311 311,176 311,408 0.1%
Abstinence Education 277,203 275,999 275,994 0.1%
Cardiovascular Disease 0 260,902 237,768 0.1%
Primary Care Services 125,185 257,842 229,197 0.1%
Sexually Transmitted Disease 246,848 252,666 253,875 0.1%
Bunker Hill Project 0 200,000 200,000 0.1%
Montana Lead Poison - Prev. 163,759 163,604 163,603 0.1%
E. Coli Lab and Epidemiology 86,239 160,229 160,227 0.0%
Trauma System Development 151,636 150,154 150,143 0.0%
Fetal/Infant/Child Mortality Review 136,659 286,659 136,659 0.0%
Tuberculosis Grant 132,893 132,556 132,555 0.0%
EMS - Highway Traffic Safety 25,876 108,876 108,876 0.0%
Healthy Child 93,021 97,862 98,131 0.0%
Chronic Disease 80,229 92,984 93,292 0.0%
EMS Data Injury 93,750 92,268 92,257 0.0%
Search Grant 69,527 69,300 69,298 0.0%
Seroprevalence/Surveillance 55,964 55,521 55,520 0.0%
Food Inspection Program 12,560 30,976 32,669 0.0%
Birth Defects Surveillance 0 60,455 0 0.0%
Tobacco Control 818,179 0 0 0.0%
Indirect/Cost Allocation 385,944 393,300 395,568 0.1%

Subtotal Federal Funds $178.318.813 234,105,504 $249,845,243 76.6%
Percent of Total 74.8% 76.6% 76.6%

Total Funds $238499.276  $305533012  $326.169,002  100.0%

Increase Above Base 28.1% 36.8%

Annual Rate of Change from Base 13.2% 11.0%

intergovernmental transfer revenue, are used as state match for Medicaid funds.

Drug manufacturers that participate in the Medicaid program agree to rebate a percent of drug sales to Medicaid
agencies. Previously, DPHHS used the rebate revenue to abate expenditures. Drug rebates were added to the budget in
response to a legidative audit finding that the expenses were more appropriately budgeted and paid on the accounting

system.
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Federal funds support 77 percent of the budget, with Medicaid benefit and administrative matching funds providing $399
million over the biennium or about 83 percent of total federal funding. The second most significant source is the grant
for the WIC program with $34 million, followed by federal CHIP grant funds at $24 million. The division aso receives
two federal block grants - The Maternal Child Health Block Grant (MCH) and Preventive Health Block Grant (PH) - that

provide $7.4 million over the biennium.

The remaining federal funding sources are categorical federal grants for specific purposes.

Allocation of MCH and PH Block Grants

Table 23 shows the allocation of the MCH and PH block grants by function for fiscal 2000 compared to the 2003
biennium appropriation. The legislature accepted the executive proposals regarding these grants.

The MCH grant is $2.7 million annually. Federal
regulations specify that: 1) not more than 10
percent of the MCH grant may be used for
administering the program; 2) at least 30 percent
of the MCH grant must be used for preventive
and primary services for children; and 3) at least
30 percent must be used for children with special
needs. The state must conduct a comprehensive
statewide assessment of MCH needs every 5
years. The MCH grant requires that MCH funds
be matched with $3 state or local funds for every
$4 block grant funds. Entities that receive
alocations from the MCH grant provide the
required match. The state must maintain the level
of state funding provided for MCH programs in
fiscal 1989 - $485,480.

Montana receives about $1.2 million annualy for
the PH grant. No more than 10 percent of the
block grant can be spent for administration that is
cost alocated (estimated at 5.4 percent in the
2003 biennium). Some of the funds must be used
for sexual assault and rape prevention programs.
Funds can be used to provide seed money for
priority health programs that can be funded from
other sources later, and state-identified health
problems and public health infrastructure for
which there is no other funding source. An
advisory committee makes recommendations on
the allocation of the PH grant using criteria to
rank the size and seriousness of a health problem,
the effectiveness of intervention, and the
availability of funding from other sources.

Table 23
Maternal and Child Health and Preventive Health Block Grants
Fiscal 2000 Expenditures Compared to 2003 Biennium Appropriation

Actua Legislative Appropriation  Percent
Block Grant/Allocation Fiscal 2000 Fiscal 2002  Fiscal 2003 of Total
Maternal and Child Health Block Grant
Cost Allocated Administration* $107,874 $102,169 $102,150 3.7%
Family/Community Health Bur.** 1,375,852 1,415,164 1,415,453 51.9%
Children's Special Health Serv. 842,307 858,626 860,271 31.6%
MIAMI/Perinatal** 268,518 272,123 273,159  10.0%
Family Planning 74,896 74,896 74,896 2.7%
Total Maternal & Child Block Grant $2,669,447 $2,722,978  $2,725,929 100.0%
Expected Maternal Child Health Grant Amount $2,567,703  $2,567,703
Appropriation Over (Under) Grant Amount $155,275 $158,226
Preventive Health Block Grant
Cost Allocated Administration* $62,648 $60,568 $60,561 5.2%
Health Systems Bureau 316,405 332,076 334,033 28.8%
Emergency Medical Servs. 204,368 222,847 226,116 19.5%
Sexual Assault/Rape Prevent. 190,984 194,579 194,635 16.8%
Family Planning 171,000 171,000 171,000 14.7%
Chronic Disease 76,882 89,307 89,607 7.7%
Tuberculosis 31,767 31,767 31,767 2.7%
Public Health Lab 29,500 29,500 29,500 2.5%
Immunization 24,505 24,505 24,505 2.1%
Health Planning 0 (410) (412)  0.0%
Adjustments (1,954) (1,954) (1,954) -0.2%
Total Preventive Health Block Grant $1,106,105 $1,153,785 $1,159,358 100.0%
Expected Preventive Health Grant Amount $1,040,245  $1,040,245
Appropriation Over (Under) Grant Amount $113,540 $119,113

* Administrative costs include administrative functions throughout the department that are cost
allocated. DPHHS staff indicate that divisions supported by costs from these block grants
include: Health Policy and Services; Operations and Technology; Directors Office; and
Quality Assurance.

**These costs represent contracts with counties for services.

The amounts shown as appropriated for cost allocated administration for both grants are based on allocations in the base
budget plus some adjustments for vacancy savings and data network fees by the legislature. The total block grant
appropriations exceed the amounts listed in Table 22 because the cost allocated administrative costs are included.
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The appropriations from the block grants exceed the expected grant amounts in each year of the 2003 biennium. The
department will either need to reduce program expenditures funded from the block grants or use other funding sources
such as general fund to cover expenditures that exceed block grant appropriations.

Appropriation by Major Function and Service
Table 24 shows the division budget request by major functional area.

Division administration increases about $239,000 over the biennium, largely due to a new federal grant to provide health
screenings for exposure to lead.

Medicaid provides health services to low-income persons who are blind, aged, disabled, or in families with dependent
children. Medicaid services account for 85 percent of the total fiscal 2003 appropriation and increases $127 million,
including $38 million general fund, over the biennium. Budget increases are largely due to growth in the number of
persons eligible for services, inflation increases in the cost of drugs, provider rate increases, an intergovernmental
transfer program for county hospitals, an eligibility outreach program, and an accounting change.

The Health Systems Bureau includes staff and resources that administer public health programs such as emergency
medical services, emergency medical technician testing, licensing, and re-certification, tobacco control, and diabetes
control. The 2003 biennium appropriation declines by more than $6 million general fund from the fiscal 2000 base, due
to a reduction in the tobacco control and prevention program and transfer of the remaining funding and FTE to the
Director’'s Office. The reduction is partially offset by increases in: 1) general fund to support implementation of the
trauma system; 2) federal grants for cardiovascular disease, diabetes control, and primary care services; and 3) state
special revenue for additional licensure and certification activities for emergency medical technicians.

The Family and Community Health Bureau administers public health programs for children and families including the
WIC program, Family Planning, the Montana Initiative for the Abatement of Mortality in Infants (MIAMI), perinatal
programs, Children's Special Health Services, and county grants from the MCH grant. The biennial appropriation is
amost $11 million greater than the base ailmost entirely due to increases in federa funds. Changes for the WIC program
to comply with a legidative audit finding and a computer system enhancement add $8 million federal funds over the
biennium. Federal grants for fetal alcohol syndrome education and prevention and infant mortality review add another
$1.6 million.

The Communicable Disease Prevention Bureau oversees the Public Health Laboratory, the AIDS and sexualy
transmitted disease prevention programs, sexua assault programs, and communicable disease and tuberculosis
prevention programs. The appropriation increases about $2 million over the biennium due to federal grants for
bioterrorism preparedness, AIDS treatment and prevention, and laboratory improvements. State special revenue
increases for laboratory staff and revenue transfers to counties to perform inspections are the other significant changes.
The legidlature added about $80,000 general fund to the AIDS program for treatment.

CHIP provides funds for an insurance program for children in families with incomes less than 150 percent of the federal
poverty level ($26,475 for afamily of 4 in 2001). The CHIP program, although accounting for only 4.5 percent of the
total division budget request in fiscal 2003, shows the second largest change, adding $21 million, including $4 million
genera fund, over the biennium. CHIP is funded from an annual federal grant allocation of about $13 million, which
reguires a state match of about 19 percent.

Table 24 aso shows the individual grants and benefits base budget expenditures compared to the 2003 biennium budget
and compared to the total division expenditures and 2003 biennium appropriation. Grants account for about 2 percent of
the fiscal 2003 division appropriation, while benefits comprise 90 percent of the total. Together, grants and benefits
account for 94 percent of the general fund appropriation for the division in fiscal 2003.
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Table 24
Fiscal 2000 Base Budget Compared to 2003 Biennium Legislative Appropriation
Health Policy and Services Division

Major Function Fiscal 200 Actuals Fiscal 2002 Legislative Appropriation Fiscal 2003 Legislative Appropriation Percent
Grants and Benefits General Fund SSR Federal Total General Fund SSR Federal Total General Fund SSR Federal Total of Total
Major Function
Division Administration $231,337 $19,542 $735,255 $986,134 $220,795 $1,772 $880,492 $1,103,059 $223,286 $1,876 $882,903 $1,108,065 0.3%
Medicaid Services 41,773,578 9,409,558 151,140,030 202,323,166 58,289,276 5,102,619 192,233,488 255,625,383 62,826,244 5,686,306 207,272,978 275,785,528 84.6%
Health Systems 4,002,134 21,784 3,451,305 7,475,223 882,557 58,028 3,507,324 4,447,909 686,606 58,028 3,345,242 4,089,876 1.3%
Family & Community Health 1,287,751 0 16,976,190 18,263,941 1,334,443 0 21,758,699 23,093,142 1,355,188 22,629,779 23,984,967 7.4%
Communicable Disease Prev. 655,785 1,974,280 2,893,957 5,524,022 710,648 2,026,324 3,853,701 6,590,673 629,375 2,034,675 3,861,945 6,525,995 2.0%
CHIP 668,563 136,151 3,122,076 3,926,790 2,801,046 0 11,871,800 14,672,846 2,822,175 0 11,852,396 14,674,571 4.5%
Total Division Budget $48619,148  $11,561.315 $178,318,813 $238.499,276 $64,238765  $7.188,743 $234,105504  $305,533,012 $68,542.874  $7.780.885 $249,845,243 $326,169.002 100.0%
Percent of Total 20.4% 4.8% 74.8% 100.0%) 21.0% 2.4% 76.6% 100.0% 21.0% 2.4% 76.6% 100.0%
Grants
Women, Infants and Children $0 $0 $3,188,175 $3,188,175 $0 $0 $3,188,175 $3,188,175 $0 $0 $3,188,175 $3,188,175 45.3%
Family Planning 0 0 1,076,903 1,076,903 0 0 1,076,903 1,076,903 0 0 1,076,903 1,076,903 15.3%
Maternal/Child Health Grnt 0 0 1,135,765 1,135,765 0 0 1,135,765 1,135,765 0 0 1,135,765 1,135,765 16.1%
Food/Consumer Safety 0 463,007 0 463,007 0 513,007 0 513,007 0 513,007 0 513,007 7.3%
MIAMI 471,942 0 0 471,942 443,625 0 28,317 471,942 443,625 0 28,317 471,942 6.7%
AIDS Prevention/Treatment 0 0 0 0 84,010 0 272,333 356,343 0 0 272,333 272,333 3.9%
Fiber Optic Rural Telehealth 0 0 0 0 200,000 0 0 200,000 0 0 0 0 0.0%
Bunker Hill 0 0 0 0 0 0 171,577 171,577 0 0 171,577 171,577 2.4%
Baby Your Baby 0 68,974 68,974 137,948 0 68,974 68,974 137,948 0 68,974 68,974 137,948 2.0%
Healthy Child Grant 0 0 53,485 53,485 0 0 53,485 53,485 0 0 53,485 53,485 0.8%
Assistance for Asbestos 0 0 0 0 18,500 0 0 18,500 18,500 0 0 18,500 0.3%
Total Grants $471,942 $531,981 $5,523,302 $6,527,225 746,135 $581,981 $5,995,529 $7,323,645 $462,125 $581,981 $5,995,529 $7,039,635 100.0%
Percent of Total Grants 7.2% 8.2% 84.6% 100.0%) 10.2% 7.9% 81.9% 100.0% 6.6% 8.3% 85.2% 100.0%
Percent of Total Division 1.0% 4.6% 3.1% 2.7% 1.2% 8.1% 2.6% 2.4% 0.7% 7.5% 2.4% 2.2%
Benefits
Medicaid Services
Primary Care Non-Hospital $20,950,259 $9,340,584 $77,459,416 $107,750,258 $30,681,456  $4,568,312 $92,285,614  $127,535,381 $31,245,720  $4,845,205 $94,684,042 $130,774,966 44.3%
Primary Care Hospital 16,901,535 0 43,876,957 60,778,492 23,556,187 465,333 67,660,728 91,682,248 27,473,738 772,127 80,063,366 108,309,231 36.7%
Medicare Buy-In 2,408,814 0 6,214,237 8,623,051 2,485,019 0 6,678,032 9,163,051 2,536,943 0 6,866,108 9,403,051 3.2%
Indian Health Services 0 0 20,538,915 20,538,915 0 0 21,538,915 21,538,915 0 0 21,588,915 21,588,915 7.3%
CHIP* 595,611 121,295 2,781,402 3,498,308 2,494,447 0 10,572,329 13,066,776 2,512,838 0 10,553,264 13,066,102 4.4%
Women, Infants and Children 0 0 8,507,783 8,507,783 40,000 0 11,877,823 11,917,823 60,000 0 11,913,783 11,973,783 4.1%
Health Srvcs - Low-Income Children 98,536 0 0 98,536 98,536 0 0 98,536 98,536 0 0 98,536 0.0%
Cardio Vascular Benefits 0 0 0 0 0 0 31,609 31,609 0 0 32,652 32,652 0.0%
Children's Special Health Srvs 0 0 0 0 0 0 14,510 14,510 0 0 0 0 0.0%
Tuberculosis Prevention 0 0 5,979 5,979 0 0 5,979 5,979 0 0 5,979 5,979 0.0%
Adjustments* 0 0 984 984 0 0 984 984 0 0 984 984 0.0%
Total Benefits $40,954,754 $9461,879  $159,385,673 $209,802,306 $59,355,645  $5,033645  $210,666,522  $275,055,812 $63,927,775  $5,617,332 $225,709,092 $295,254,199 100.0%
Percent of Total Benefits 19.5% 4.5% 76.0% 100.0%] 21.6% 1.8% 76.6% 100.0% 21.7% 1.9% 76.4% 100.0% 0.0%
Percent of Total Division 84.2% 81.8% 89.4% 88.0%) 92.4% 70.0% 90.0% 90.0% 93.3% 72.2% 90.3% 90.5% 0.0%

*Adjustments included six small amounts, each under $600, recorded in the base budgets for various functions unrelated to major categories listed in the table.
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Grants

The fiscal 2002 appropriation for grants is about $0.8 million higher than fiscal 2000 expenditures and the fiscal 2003
appropriation is about $0.5 million higher. The legislature appropriated about $0.3 million general fund in fiscal 2002 for
fiber optic telehealth equipment for rural hospitals (one-time), AIDS treatment, and assistance for Montanans exposed to
asbestos. The remainder of the increase in fiscal 2002 and most of fiscal 2003 increases are largely due to federal grants
for assistance to Montanans exposed to lead emissions from the Bunker Hill Smelter and AIDS prevention and treatment.
Passthrough funds to counties for inspection of public establishments increase $50,000 annually from the base budget.

Nutrition services and counseling to low-income mothers account for the largest grant in the division ($3.2 million WIC
funds). Family planning grants to local governments are about 15 percent of the total grant budget as are grants for
primary and preventive health services for children funded from the Maternal Child Health Block Grant. MIAMI grants
tolocal entities fund servicesto prevent low birth-weight babies and improve pregnancy outcomes, and are the only grants
funded from general fund. Baby Your Baby grants fund services to educate persons about infant and children’'s health
issues. The Healthy Child Grant funds public health nursing services to Head Start and day care programs for education
to families and staff, such asfirst aide and sanitation training.

Benefits

The benefits appropriation is the most significant for the division, accounting for 90 percent of the total 2003 biennium
appropriation. Medicaid funded services are the largest component of benefit appropriations.

The largest Medicaid benefit administered by this division - primary care non-hospital services - accounts for 44 percent
of the total benefits appropriation. Non-hospital services include services such as physicians, dental, and prescription
drugs. Increases in non-hospital services costs are due to inflation in drug costs and utilization, increasing number of
persons eligible, and provider rate increases. The 2003 biennium appropriation is about $43 million higher than the fiscal
2000 base budget, while the general fund share increase is about $20 million, almost half the increase. The genera fund
increase is high relative to the total funds increase due to the elimination of 9-mill levy state special revenue and offsetting
general fund increase of $15.5 million. Appropriating drug rebate expenditures and revenues added $9 million in state
special revenue over the 2003 biennium, partialy offsetting the 9-mill levy state special revenue reduction.

The appropriation for Medicaid hospital services is 37 percent of the total benefits appropriation. It rises by $78 million
total funds over the biennium and $17 million general fund compared to base budget expenditures. Increases are due to
increasing number of persons eligible, provider rate increases, and an intergovernmental transfer program for county
operated critical access hospitals. The primary care hospital budget is overstated because caseload increases for non-
hospital services are included in the hospital appropriation.

Another reason that hospital and non-hospital Medicaid costs are increasing is due to rising numbers of persons who are
eigiblefor Medicaid. Department staff testified that recent court decisions have impacted eligibility determination for the
disabled category of Medicaid eligibility, resulting in an increased number of persons being determined to be eligible.
Typically, disabled persons use more medical services and in some instances more expensive services than persons in
other Medicaid eligibility types.

The legidature did not add language in HB 2 indicating how much of the Medicaid appropriation was for hospitals as it
has in past biennia. Instead, the appropriation subcommittee directed that the Medicaid hospital services appropriation
amount should be clearly stated in the narrative explaining HB 2.

The Medicare buy-in pays for Medicare Part B premiums for Medicaid-éligible persons who are 65 years of age or older.
Medicare (federal funds) then pays for 80 percent of their medical expenses, leaving a liability of only 20 percent for
Medicaid, which is partially funded with general fund. The 2003 biennial appropriation increase is driven largely by the
cost of Medicaid premium increases that are established by federal regulations.
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Indian health benefits, funded entirely from federal funds, reimburse the Indian Health Service for medical services
provided to Medicaid-eligible persons on the Flathead, Blackfeet, Rocky Boy, Fort Belknap, Crow, Northern Cheyenne,
and Fort Peck Indian reservations. The increase in this benefit is attributable to projected cost increases.

CHIP provides health care services for children in families with incomes up to 150 percent of the poverty level ($26,475
for afamily of 4in 2001). CHIP does not pay for health services for adults. DPHHS contracts with insurance companies
for coverage that is similar to benefits provided by the state employee health plan. Unlike Medicaid, CHIP is not an
entitlement program and services are limited to the available appropriation. Initially, DPHHS estimated that the 2001
biennium appropriation was adequate to fund services for 10,184 children. However, due to premium increases related to
avariety of factors, the number of children that could be covered declined to 9,251. The CHIP appropriation continues
the current level program, increasing $21.5 million total funds and $4 general fund over the biennium. The increase
represents the cost to annualize program start up, which occurred gradually throughout the 2001 biennium.

WIC benefits reflect the amount of food vouchers received by low-income women and children. WIC benefits are about 4
percent of the fiscal 2003 budget request. The WIC benefits appropriation increases nearly $7 million, due to a $6.6
million increase to comply with a legislative audit finding to budget expenditures instead of rebate expenses and to $0.3
million total funds, including $0.1 million general fund, to provide WIC vouchers for use at farmers’ markets.

Health services for low-income children provides up to $100,000 general fund annually for health care services for
children in families with incomes up to 185 percent of the federal poverty level. This appropriation supports the cost of
health care services for children in families with incomes in excess of CHIP éligibility limits. In past biennia, languagein
HB 2 directed DPHHS to contract with public or private entities for the administration and provision of primary and
preventive health care benefits to children who are uninsured and not eligible for Medicaid benefits. The appropriation
for health care services for low-income children was directed to be alocated only to programs with an established
statewide network of medical providers who have agreed to accept reimbursement at a rate lower than would normally be
charged for their services. Previously, HB2 language also specified that the appropriation could not be used to pay the
state share of CHIP costs. The 2001 legislature did not continue such language in HB 2 for the 2003 biennium.

A new federal grant for cardiovascular disease adds about $32,000 in federal funds annually and a small amount is spent
on benefits from the tuberculosis grant. Children's health services identifies children from birth to age 18 with specia
health needs and provides for medical evauation, treatment, and management of certain specified handicapping
conditions. Expenditures are funded from federal grant funds.

Table 25
: Tobacco Control and Prevention Program Base Budget,

Transfer of Tobacco Control and Prevention Program Appropriation Changes and Net Transfer o Director's Office

The Ieglslature approved _the executive reque_St .tO reduce Program/Appropriation Fiscal 2000 Legidative Appropriation

tobacco control and prevention programs by $6 million general | cChangesfrom Base Budget  Adjusted Base  Fiscal 2002 Fiscal 2003

fund over the biennium and accepted the increase in federal

tobacco control and prevention grants funds of $0.3 million.

The 1999 legidature had appropriated $7 million in tobacco

Base Budget Health Policy and Services Division
FTE 6.37 1.37 1.37

settlement funds deposited to the general fund for the program. Egg :I" FFLT:(? %ggi(l)gé $8 $8
After the 2001 legidative gct!on, the toba(:(.:o. control and Total Funds 220181 % %
prevention program appropriation was $3 million over the =

biennium. The legislature transferred the remaining | ChangesEnacted for 2003 Biennium

appropriation authority and FTE to the Director’'s Office and | General Fund Reductions ($3,006,996)  ($3,007,006)
added |anguage to HB 2 requesting that the Interagency Net Increase in Federal Grant 159,106 159,573

($2,847,890)  ($2,847,433)

Coordinating Council on Prevention, which is administratively

attached to the Director’ s Office, administer the program. Net Tranfer o Director's Office

FTE 0.

Table 25 shows the base level funding, 2003 biennium | Genera Fund
appropriation adjustments, and FTE for the tobacco control | £ R
and prevention program and the transfer to the Director’'s :

8

5.00 5.00

$502,165 $502,155
980,126 980,593

$1.482.291 $1.482,748

B8
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Office. Each individual change to the tobacco control and prevention program is discussed in the Health Policy and
Services Division.

The following two tables show al present law adjustments and new proposals approved by the legislature for this
division. Each adjustment is discussed in more detail in the following sub-program narratives. Division Administration;
Medicaid Services; Health Systems; Family and Community Health; Communicable Disease Prevention; and CHIP.

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds Genera Specia Specia Funds
Personal Services 214,149 255,743
Vacancy Savings (177,514) (178,764)
Inflation/Deflation 5,234 15,294
Fixed Costs 73,013 80,198
Total Statewide Present Law Adjustments $114,882 $172,471
DP 15 - Indian Health Services Caseload Adjustment
0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,050,000 1,050,000
DP 16 - Tobacco Prevention Grant Increase
1.00 0 0 159,586 159,586 1.00 0 0 159,754 159,754
DP 17 - Epidemiology and Lab Capacity Grant
0.00 0 0 74,438 74,438 0.00 0 0 74,438 74,438
DP 18 - EMT Certification
0.00 0 36,350 0 36,350 0.00 0 36,350 0 36,350
DP 19 - Local Board Inspection Fund
0.00 0 50,000 0 50,000 0.00 0 50,000 0 50,000
DP 20 - Montana Birth Outcomes Monitoring
0.00 0 0 60,455 60,455 0.00 0 0 0 0
DP 21 - Fetal Infant Child Mortality Review
0.00 0 0 150,000 150,000 0.00 0 0 0 0
DP 42 - Medicare Buy-In Caseload Adjustment
0.00 146,448 0 393,552 540,000 0.00 210,444 0 569,556 780,000
DP 43 - Medicaid Caseload Adjustment
0.00 6,589,162 0 22,362,099 28,951,261 0.00 10,508,683 0 33930557 44,439,240
DP 44 - CHIP Annualization
6.00 1,899,906 0 8,052,458 9,952,364 6.00 1,914,835 0 8,037,529 9,952,364
DP 89 - Medicaid Drug Rebates TPL Collections as Revenue
0.00 0 4,346,108 11,679,364 16,025,472 0.00 0 4,845,205 13,113,303 17,958,508
DP 106 - WIC Infant Formula Rebates
0.00 0 0 3,300,000 3,300,000 0.00 0 0 3,300,000 3,300,000
DP 401 - Federal Grant Increase - Diabetes
0.00 0 0 310,455 310,455 0.00 0 0 191,455 191,455
DP 403 - 9-Mill Levy Income from State Assumed Counties
0.00 981,000 (981,000) 0 0 0.00 990,000 (990,000) 0 0
DP 404 - Primary Care Federal Grant Increase
0.00 0 0 135,442 135,442 0.00 0 0 106,442 106,442
DP 696 - Data Network Fixed Cost Reduction
0.00 (28) 0 (102) (130) 0.00 (28) 0 (102) (130)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (11,891) (18,599) (32,752) (63,242) 0.00 (11,932) (18,664) (32,863) (63,459)
DP 699 - Vacancy Savings at 4 Percent
0.00 (19,067) (11,375) (51,596) (82,038) 0.00 (19,173) (11,434) (51,844) (82,451)
Total Other Present Law Adjustments
7.00 $9,585,530 $3,421,484  $47,593,399  $60,600,413 7.00 $13592,829  $3,911,457 $60,448,225 $77,952,511
Grand Total All Present Law Adjustments $60,715,295 $78,124,982

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 87 - Compliance Investigation

07 0.00 0 0 21,031 21,031 0.00 0 0 22,733 22,733
DP 90 - Claims Adjudication Specialists

07 2.00 (11,413) 0 (96,158) (107,571) 2.00 (37,784) 0 (173,583) (211,367)
DP 102 - Highway Traffic Safety Grant

07 0.00 0 0 83,000 83,000 0.00 0 0 83,000 83,000
DP 103 - Fetal Alcohol Syndrome

07 0.00 0 0 600,000 600,000 0.00 0 0 600,000 600,000
DP 104 - Health Educator - Women's Health

07 1.00 0 0 54,551 54,551 1.00 0 0 50,719 50,719
DP 107 - MCH Data Analyst Position

07 1.00 0 0 38,758 38,758 1.00 0 0 36,872 36,872
DP 108 - Bunker Hill Federal Grant

07 0.00 0 0 200,000 200,000 0.00 0 0 200,000 200,000
DP 109 - Upgrade/Replace WIC Eligibility and Benefit System

07 0.00 0 0 500,000 500,000 0.00 0 0 1,530,000 1,530,000
DP 110 - Public Health Laboratory

07 2.00 0 66,926 0 66,926 2.00 0 67,143 0 67,143
DP 111 - Bioterrorism Preparedness

07 1.00 0 0 454,346 454,346 1.00 0 0 454,346 454,346
DP 124 - Ambulance Provider Rate Increase

07 0.00 90,267 0 242,575 332,842 0.00 92,667 0 250,799 343,466
DP 125 - Dental Provider Rate Increase

07 0.00 47,822 222,204 725,645 995,671 0.00 355,529 0 989,219 1,344,748
DP 126 - Provider Rate Increase - RBRV S/PASS

07 0.00 252,524 0 678,614 931,138 0.00 506,681 0 1,371,305 1,877,986
DP 127 - Hospital Provider Rate Increase

07 0.00 113,000 197,808 835,238 1,146,046 0.00 137,504 505,983 1,741,563 2,385,050
DP 200 - Certificate of Need Operations

07 0.00 23,000 0 0 23,000 0.00 23,000 0 0 23,000
DP 400 - Farmer's Market Vouchers—WIC

07 0.00 40,000 0 92,640 132,640 0.00 60,000 0 140,000 200,000
DP 405 - Assistance for Montanans Exposed to Asbestos

07 0.00 18,500 0 0 18,500 0.00 18,500 0 0 18,500
DP 409 - AIDS Treatment/Prevention

07 0.00 0 0 372,333 372,333 0.00 0 0 372,333 372,333
DP 410 - HIV/AIDS Treatment and Coverage

07 0.00 84,010 0 0 84,010 0.00 0 0 0 0
DP 416 - Fiber Optic Rural TeleHealth (Biennia/OTO)

07 0.00 200,000 0 0 200,000 0.00 0 0 0 0
DP 419 - Federal Medicaid Funds for School Services

07 0.00 0 0 1,500,000 1,500,000 0.00 0 0 1,500,000 1,500,000
DP 421 - Transfer Tobacco Control and Prevention Programs

07 (5.00) (502,165) 0 (980,126)  (1,482,291) (5.00) (502,155) 0 (980,593)  (1,482,748)
DP 425 - HB 124 - Revise Local Government Funding

07 0.00 6,717,000  (6,717,000) 0 0 0.00 6,862,000  (6,862,000) 0 0
DP 623 - Shift Funding to Child Support Enforcement - DPHHS

07 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)
DP 689 - FTE Reduction

07 (3.00) (14,959) 0 0 (14,959) (3.00) (15,081) 0 0 (15,081)
DP 700 - Federal Funds for Medicaid Outreach

07 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000
DP 702 - Cardiovascular Health Program-CDC Grant

07 150 0 0 260,902 260,902 150 0 0 237,768 237,768
DP 703 - Trauma System Implementation

07 0.00 125,000 0 0 125,000 0.00 125,000 0 0 125,000
DP 881 - Reduce Tobacco Control Prevention Program

07 0.00  (3,004,943) 0 0 (3,004,943) 0.00  (3,006,235) 0 0  (3,006,235)
DP 886 - CHIP Annualization Correction

07 0.00 154,259 0 653,803 808,062 0.00 154,259 0 653,803 808,062
DP 887 - County Hospital Intergovernmental Transfer Program

07 0.00 0 267,525 718,924 986,449 0.00 0 266,144 720,305 986,449

Total 0.50 $4,324,902  ($5,962,537) $7,956,076 $6,318,441 050  $4,766,885 ($6,022,730) $10,800,589  $9,544,744

New Proposals

New proposals are appropriations for new or expanded services above the cost of providing the level of service authorized
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by the previous legidature. Changes in funding for services are usually considered new proposals as well. Each new
proposal will be discussed in the following sub-program narratives that correspond to major division functions. Some
new proposals, such as the FTE reduction, affect more than one sub-program.
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DIVISION ADMINISTRATION

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 8.21 0.00 0.00 8.21 0.00 0.00 8.21 8.21]
Personal Services 509,875 (17,631) 0 492,244 (13,842) 0 496,033 988,277
Operating Expenses 460,467 (58,444) 21,423 423,446 (57,227) 21,423 424,663 848,109
Equipment 15,792 0 0 15,792 0 0 15,792 31,584
Capital Outlay 0 0 0 0 0 0 0 0
Grants 0 0 171,577 171,577 0 171,577 171,577 343,154]
Benefits & Claims 0 0 0 0 0 0 0 0
Debt Service 0 0 0 0 0 0 0 0
Total Costs $986,134 ($76,075) $193,000 $1,103,059 ($71,069) $193,000 $1,108,065 $2,211,124}
General Fund 231,337 (3,542) (7,000) 220,795 (1,051) (7,000) 223,286 444,081,
State/Other Specia 19,542 (17,770) 0 1,772 (17,666) 0 1,876 3,648,
Federa Specia 735,255 (54,763) 200,000 880,492 (52,352) 200,000 882,903 1,763,395
Total Funds $986,134 ($76,075) $193,000 $1,103,059 ($71,069) $193,000 $1,108,065 $2,211,124}

Division administration includes staff and resources that provide overall direction, leadership, fiscal, and policy services
for all programs administered by the division. The cost of divison administration is alocated among all division
programs.

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 2,880 6,826
Vacancy Savings (14,510) (14,629)
Inflation/Deflation 147 1,010
Fixed Costs 4,672 5,243
Total Statewide Present Law Adjustments ($6,811) ($1,550)
DP 696 - Data Network Fixed Cost Reduction
0.00 (8) 0 (13) (21) 0.00 (8) 0 (13) (21)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (11,891) (18,599) (32,752) (63,242) 0.00 (11,932) (18,664) (32,863) (63,459)
DP 699 - Vacancy Savings at 4 Percent
0.00 (2,007) (170) (3,824) (6,001) 0.00 (2,020) (171) (3,848) (6,039)
Total Other Present Law Adjustments
0.00 ($13,906) ($18,769) ($36,589) ($69,264) 0.00 ($13,960) ($18,835) ($36,724) ($69,519)
Grand Total All Present Law Adjustments ($76,075) ($71,069)

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.
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DP 698 - Rent Reduction - Use of Capitol Land - The legislature approved using the Capitol Land Grant funds to augment
rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt service
payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federal Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Special Specia Funds
DP 108 - Bunker Hill Federal Grant
01 0.00 0 0 200,000 200,000 0.00 0 0 200,000 200,000
DP 623 - Shift Funding to Child Support Enforcement - DPHHS
01 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)
Total 0.00 ($7,000) $0 $200,000 $193,000 0.00 ($7,000) $0 $200,000 $193,000

New Proposals

DP 108 - Bunker Hill Federal Grant - The legislature appropriated $400,000 federal funds from a grant to conduct medical
screening of Montana residents exposed to high levels of lead at the Bunker Hill Smelter in Kellogg, 1daho. In 1973 the
Bunker Hill Lead smelter burned, releasing high levels of lead into the surrounding environment. It is estimated that as
many as 10 percent of the 8,500 residents of the Silver Valley between 1973 to 1981 have moved to Montana.

DPHHS plans to establish a Montana office with a toll-free line and fund media messages to identify and locate
individuals currently residing in Montana that are part of the at-risk Silver Valley population. Eligible persons will be
provided afree preliminary screen for hypertension and renal disease, two potential diseases related to lead exposure. If a
medical problem isidentified, eligible persons will be offered additional free medical screening by a health care provider
of their choice. This screening, when necessary, will include a diagnostic evaluation by a sub-specialist. The program
cannot pay for medical therapy that may be required.

DP 623 - Shift Funding to Child Support Enforcement - The legislature approved a plan submitted by the department that
shifts $250,000 general fund from various divisions to the Child Support Enforcement Division. This shift of $14,000
from the Health Policy Services Division is one of several throughout the department that partially reinstates a reduction
in FTE in the Child Support Enforcement Division that was approved by the legidature.
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MEDICAID SERVICES

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 2512 0.00 2.00 27.12 0.00 2.00 27.12 27.12
Personal Services 1,096,844 (6,113) 61,429 1,152,160 (324) 61,633 1,158,153 2,310,313
Operating Expenses 3,239,498 7,022 1,011,000 4,257,520 8,606 1,007,000 4,255,104 8,512,624}
Equipment 158,260 0 0 158,260 0 0 158,260 316,520
Grants 137,948 0 0 137,948 0 0 137,948 275,896
Benefits & Claims 197,690,616 46,516,733 5,712,146 249,919,495 64,227,748 8,157,699 270,076,063 519,995,558
Total Costs $202,323,166 ~ $46,517,642 $6,784,575 $255,625,383  $64,236,030 $9,226,332  $275,785,528 $531,410,911
General Fund 41,773,578 9,306,498 7,209,200 58,289,276 13,136,069 7,916,597 62,826,244 121,115,520,
State/Other Special 9,409,558 1,722,524 (6,029,463) 5,102,619 2,366,621 (6,089,873) 5,686,306 10,788,925
Federal Specia 151,140,030 35,488,620 5,604,838 192,233,488 48,733,340 7,399,608 207,272,978 399,506,466
Total Funds $202,323,166  $46,517,642 $6,784,575  $255,625,383  $64,236,030 $9,226,332  $275,785,528 $531,410,911

The Medicaid Services Bureau administers a wide range of medical programs. (The changes for CHIP services are
included in a separate sub-program.) The bureau operates 30 different Medicaid medical programs with more than 6,000
providers. Passport, a primary care case management program (gatekeeper model) that began in 1993 and includes
approximately 70 percent of all Medicaid recipients is the managed care program for Medicaid. The Medicad HMO
program was discontinued in July 2000 and recipients who were previously served under this program are now served by

Passport.

The Bureau manages other Medicaid services including: physicians; mid-level practitioners; podiatrists; laboratory;
imaging; family planning; public heath clinics; pharmacy; home infusion therapy; durable medical equipment;
transportation; ambulance; audiology; hearing aids; vision services, eyeglasses, chiropractors; nutritionists; dentists;
private duty nurses, school-based services, Qualified Medicare Beneficiary (QMB); presumptive eligibility for pregnant
women; and respiratory, physical, occupational, and speech therapy.

With the exception of the Indian Health Services program, the state must provide a match for Medicaid services.
Adminigtrative costs are funded 50 percent state match with some functions enhanced an additional 10 to 25 percent. The
state match for services costs declined from 27.85 percent in fiscal 2000 to 27.12 percent in fiscal 2002 and 26.98 percent
in fiscal 2003.

The Medicaid services budget increased largely due to caseload growth and inflation in the costs of services such as
pharmacy ($66.3 million over the biennium), compliance with a legisative audit finding to include the cost and revenue
of drug rebates from manufacturers ($34 million), provider rate increases ($9 million), and miscellaneous increases for
Medicaid outreach, federal Medicaid matching funds for services provided by schools, and an intergovernmental transfer
program for county hospitals ($7 million).
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 39,557 45,587
Vacancy Savings (31,424) (31,605)
Inflation/Deflation (2,166) (1,505)
Fixed Costs 9,250 10,173
Total Statewide Present Law Adjustments $15,217 $22,650
DP 15 - Indian Health Services Caseload Adjustment
0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,050,000 1,050,000
DP 42 - Medicare Buy-In Caseload Adjustment
0.00 146,448 0 393,552 540,000 0.00 210,444 0 569,556 780,000
DP 43 - Medicaid Caseload Adjustment
0.00 6,589,162 0 22,362,099 28,951,261 0.00 10,508,683 0 33930557 44,439,240
DP 89 - Medicaid Drug Rebates TPL Collections as Revenue
0.00 0 4,346,108 11,679,364 16,025,472 0.00 0 4,845,205 13,113,303 17,958,508
DP 403 - 9-Mill Levy Income from State Assumed Counties
0.00 981,000 (981,000) 0 0 0.00 990,000 (990,000) 0 0
DP 696 - Data Network Fixed Cost Reduction
0.00 (20) 0 (42) (62) 0.00 (20) 0 (42) (62)
DP 699 - Vacancy Savings at 4 Percent
0.00 (7,123) 0 (7,123) (14,246) 0.00 (7,153) 0 (7,153) (14,306)
Total Other Present Law Adjustments
0.00 $7,709,467 $3,365,108  $35,427,850  $46,502,425 0.00 $11,701,954  $3,855205 $48,656,221  $64,213,380
Grand Total All Present Law Adjustments $46,517,642 $64,236,030

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 15 - Indian Health Services Caseload Adjustment - The legislature approved the addition of $2 million in federal funds
over the biennium for the Indian Health Services program, which pays the Medicaid costs for Medicaid-eligible Native
Americans served at Indian Health Services facilities. The increase is based on an estimated 5 percent caseload increase
relating to the number of eligible persons and service utilization. Indian Health Services is funded entirely with federa
funds.

DP 42 - Medicare Buy-In Caseload Adjustment - The legislature added $1.3 million total funds, including $0.4 million
general fund, for the Medicare Buy-In program. The program allows state Medicaid programs to purchase Medicare
coverage through premium payments for Medicaid recipients who are dually eligible for Medicare and Medicaid.
Subsequently, Medicare covers the cost of most services for an individual with no further Medicaid liability. Medicaid is
liable only for the costs of nhon-Medicare covered services and for co-insurance and deductibles related to services
utilized. Thisrequest reflectsincreasesin caseload and premiums for Medicare Part A and Part B. Premium increases are
based on projections by the Health Care Financing Administration: monthly premiums for Part B will increase from the
1999 level of $44.67 to $47.46 per month in 2002 and $48.25 per month in 2003. Premiums for Medicare part A will be
static over the next several years. Caseload increases assume a 2 percent increase in the number of persons eligible for
part B, consistent with actual increases over the last several years.

DP 43 - Medicaid Caseload Adjustment - The legislature added $73 million total funds, including $17 million general
fund, for the estimated Medicaid caseload increase for primary care and hospital programs including the number of
persons eligible, utilization, and patient acuity levels. The amount appropriated by the legislature increased $23 million
total funds, including $7.0 million general fund, over the amounts in Governor Martz's budget due to rising cost
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projections. The most significant factor is a recent increase in the number of disabled persons digible for services due to
recent court rulings regarding administration of federal supplemental security income (SSI) eligibility.

DP 89 - Medicaid Drug Rebates/'TPL Collections as Revenue - The legislature added $34 million over the biennium to
comply with a legidative audit finding. The finding in the DPHHS 1999 audit determined that use of the accounting
technique of abating drug rebate receipts against pharmacy expenditures did not correctly record expenditures and
revenues and that use of abatements does not comply with generally accepted accounting principles. The audit
recommendation requires the department to account for rebates as revenue and not use rebates to offset expenditures
starting in fiscal 2002. This accounting change requires that the costs, which were formerly reduced by drug rebate
revenue, will be included in the budget.

DP 403 - 9-Mill Levy Income from State Assumed Counties - The legislature added $1.9 million general fund over the
biennium to offset reductions in the 9-mill levy income. The Executive Budget included alower amount than adopted in
the legidlative revenue estimates. After passage and approval of HB 124 the legidature appropriated general fund to
replace the 9-mill levy revenue from state assumed counties (see new proposal 425). HB 124 transferred administration
of public welfare and child welfare programs from counties to the state and revised funding mechanisms, which included
elimination of the 9-mill levy for the 13 counties that were state assumed prior to passage of HB 124.

DP 696 - Data Network Fixed Cost Reduction - The legisature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Specia Specia Funds FTE Fund Specia Specia Funds

DP 90 - Claims Adjudication Specialists

02 2.00 (11,413) 0 (96,158) (107,571) 2.00 (37,784) 0 (173,583) (211,367)
DP 124 - Ambulance Provider Rate Increase

02 0.00 90,267 0 242,575 332,842 0.00 92,667 0 250,799 343,466
DP 125 - Dental Provider Rate Increase

02 0.00 47,822 222,204 725,645 995,671 0.00 355,529 0 989,219 1,344,748
DP 126 - Provider Rate Increase - RBRV S/PASS

02 0.00 252,524 0 678,614 931,138 0.00 506,681 0 1,371,305 1,877,986
DP 127 - Hospital Provider Rate Increase

02 0.00 113,000 197,808 835,238 1,146,046 0.00 137,504 505,983 1,741,563 2,385,050
DP 419 - Federal Medicaid Funds for School Services

02 0.00 0 0 1,500,000 1,500,000 0.00 0 0 1,500,000 1,500,000
DP 425 - HB 124 - Revise Local Government Funding

02 0.00 6,717,000  (6,717,000) 0 0 0.00 6,862,000  (6,862,000) 0 0
DP 700 - Federal Funds for Medicaid Outreach

02 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000
DP 887 - County Hospital Intergovernmental Transfer Program

02 0.00 0 267,525 718,924 986,449 0.00 0 266,144 720,305 986,449

Total 2.00 $7,209,200  ($6,029,463) $5,604,838 $6,784,575 2.00 $7,916,597  ($6,089,873) $7,399,608 $9,226,332

New Proposals

DP 90 - Claims Adjudication Specialists - The legislature added funds for 2.0 FTE and $140,000 in operating costs over
the biennium to perform claims adjudication procedures. Anticipated savings in Medicaid services costs provide a net
reduction of $319,000 total funds and $49,000 general fund over the biennium.

The new positions would perform complex claims adjudication procedures that are currently done by program managers.
This change is anticipated to provide program managers with additional time to work on other cost containment measures,
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such as developing programs that would reduce outpatient hospital procedures that are performed out of state. It is
anticipated that a 25 percent reduction in out-of-state outpatient hospital procedures would result within the first full year
after implementation.

The legidature added language to HB 2 requiring the program to report on the number of out-of-state procedures
reviewed, the number of out-of-state procedures diverted to in-state facilities, and the resulting savings.

DP 124 - Ambulance Provider Rate Increase - The legislature accepted the executive request for $676,000 total funds,
including $183,000 general fund, to raise ambulance rates to a level sufficient to pay about 70 percent of charges. The
funding would also allow DPHHS to change the Medicaid reimbursement methodology to follow that used by Medicare.

Prior to the rate increase, the Medicaid reimbursement for ambulance services in aggregate is about 37 percent of usual
and customary charges. By comparison, Medicare reimbursement for similar services is approximately 69 percent of
charges for basic life support and 75 percent of charges for advanced life support. The adoption of Medicare
reimbursement methodology will standardize Medicare and Medicaid coverage policies.

DP 125 - Dental Provider Rate Increase - The legislature approved $2.3 million total funds and $0.6 million general fund
over the biennium to raise Medicaid dental/denturist aggregate reimbursement to 71 percent of the usual and customary
charges. The current rate of reimbursement for dental/denturist services is 65 percent of usual and customary charges.
The request would increase the fiscal 2002 dental program cost by nearly 20 percent. As part of this request, DPHHS will
also work with dentists to rebase the current Medicaid fee schedule to provide reasonable and adequate reimbursement for
dental/denturist services to ensure access to care.

DP 126 - Provider Rate Increase - RBRVS/PASS - The legislature appropriated $2.8 million total funds including $0.8
million general fund for a 2.4 percent reimbursement increase for physicians; nurse practitioners; physician assistants;
podiatrists; chiropractors; physical, occupational, and speech therapists; and audiologists paid under the Resource Based
Relative Value System (RBRVS) for each year of the biennium. Mental health providers are not included in this request.

Currently, Medicaid rates in aggregate are at 93 percent of Medicare rates, which corresponds to 55 percent of provider
charges. Therate increase will raise Medicaid rates to about 90 percent of Medicare rates in fiscal 2002.

The legidature added language to HB 2 requiring the appropriation to be used to raise rates paid to providers receiving the
lowest reimbursements and to freeze rates paid to providers receiving higher rates of reimbursement.

DP 127 - Hospital Provider Rate Increase - The legislature appropriated $3.5 million total funds including $0.2 million
general fund and $0.8 million from tobacco settlement trust fund interest over the biennium for a 1.8 percent annua
provider rate increase for hospital providers participating in Medicaid hospital program. The rate increase is below the
rate of inflation for health care providers established by the Health Care Price Index as of December 2000.

DP 419 - Federal Medicaid Funds for School Services - The legislature appropriated $1.5 million in federal Medicaid
funds for to help pay for Medicaid eligible services provided to Medicaid eligible children by schools. Schools would
provide the state match for the federal Medicaid funds.

The legislature also added language directing that additional federal funds could not be spent if it would increase the
general fund expenditures beyond the level appropriated to the Health Policy and Services Division during the 2003
biennium.

DP 425 - HB 124 - Revise Local Government Funding - The legidature passed HB 124, which revised local government
funding. One of the changes included in HB 124 replaced county funding of public welfare and child welfare functions
with general fund and transferred administration of these programsto the state. The legislature appropriated $15.6 million
of generd fund in place of the 9-mill levy state specia revenue that state-assumed counties had been required to remit to
the state prior to the passage of HB 124.

PUBLIC HEALTH & HUMAN SERVICES B-71 HEALTH POLICY & SERVICES DIVISION



PUBLIC HEALTH & HUMAN SERVICES 07-HEALTH POLICY & SERVICES DIVISION

DP 700 - Federal Funds for Medicaid Outreach - The legislature approved $2 million federal funds over the biennium to
improve Medicaid enrollment and eligibility determination processes. The enhanced funding is available to assist with the
additional expenses attributable to the provisions of the Persona Responsibility and Work Opportunity Reconciliation Act
of 1996.

States must provide a 10 to 25 percent match depending on the type of activity performed. The state match will be funded
within existing appropriations.

DP 887 - County Hospital Intergovernmental Transfer Program - The legislature approved $1.9 million total funds over
the biennium to implement an intergovernmental transfer program for county funded hospitals. In order to be €eligible to
participate, county-funded hospitals must be a critical access hospital and be reimbursed on a prospective payment basis.

Under the intergovernmental transfer program, counties can forward county revenue to DPHHS to match with federal
Medicaid funds to raise rates paid for Medicaid services. The alowable federal upper payment limit for hospitals
participating in this type of programis 150 percent of the amount paid under Medicare cost principles.

Language

Items [Health Policy and Services Division, Senior and Long-Term Care Division, and Addictive and Mental Disorders
Division] include appropriations of state specia revenue for provider rate increases funded from the interest income on
the tobacco settlement trust fund provided for in Article X1, section 4, of the Montana constitution. If the interest income
on the tobacco settlement trust fund provided for in Article XII, section 4, of the Montana constitution is insufficient to
fully fund the state special revenue appropriations in items [Health Policy and Services Division, Senior and Long-Term
Care Division, and Addictive and Mental Disorders Division], the legidlature intends that the department find alternative
funding sources to fully fund the provider rate increases. Alternative sources may include but are not limited to enhanced
Medicaid intergovernmental transfer programs and transfers of general fund money from other appropriations.

The Health Policy and Services Division is authorized to pursue up to $1.5 million in federal special revenue each year of
the biennium in item [Health Policy and Services Division] to enhance or improve division services or programs to public
schools. This additional federal special revenue may be expended on services by the division as long as those actions do
not require or commit the state to additional general fund expenditures beyond the amount appropriated by the legislature
to the division.

PUBLIC HEALTH & HUMAN SERVICES B-72 HEALTH POLICY & SERVICES DIVISION



PUBLIC HEALTH & HUMAN SERVICES 07-HEALTH POLICY & SERVICES DIVISION

HEALTH SYSTEMSBUREAU

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 33.87 1.00 (4.50) 30.37 1.00 (4.50) 30.37 30.37]
Personal Services 1,242,438 162,887 (137,538) 1,267,787 173,303 (138,014) 1,277,727 2,545,514
Operating Expenses 6,157,736 601,590 (3,895,414) 2,863,912 458,146 (3,920,986) 2,694,896 5,558,808
Equipment 20,997 0 (8,948) 12,049 0 (8,948) 12,049 24,098,
Grants 53,485 0 218,500 271,985 0 18,500 71,985 343,970
Benefits & Claims 567 0 31,609 32,176 0 32,652 33,219 65,395
Total Costs $7,475,223 $764,477  ($3,791,791) $4,447,909 $631,449  ($4,016,796) $4,089,876 $8,537,785
General Fund 4,002,134 35,990 (3,155,567) 882,557 41,443 (3,356,971) 686,606 1,569,163}
State/Other Special 21,784 36,244 0 58,028 36,244 0 58,028 116,056
Federal Special 3,451,305 692,243 (636,224) 3,507,324 553,762 (659,825) 3,345,242 6,852,566
Total Funds $7,475,223 $764,477  ($3,791,791) $4,447,909 $631,449  ($4,016,796) $4,089,876 $8,537,785)

The Health Systems Bureau is responsible for establishing state public health policy and implementing state programs that
promote the health of all Montanans by controlling and preventing chronic diseases and injuries. The bureau:

?? Emphasizes development and maintenance of statewide systems to improve delivery of public health programs,

chronic disease prevention, health promotion, injury prevention, primary care, and emergency medical services

?? Manages statewide programs in breast and cervical cancer screening, diabetes control, cardiovascular disease
prevention, and tobacco use prevention
Exercises responsibility for statewide emergency medical services and trauma system
Licenses ambulances, trains emergency medical technicians/first responders, monitors trauma with Montana
hospitals, and operates the poison control center
?? Administers health planning functions including the Certificate of Need Program, Montana Health Agenda, and the

establishment of data sourcesto assist in health planning and prioritization

?? Administers the federal Preventive Health Block Grant, which provides funding for state public health programs.

Yds
Yds

The bureau is funded from general fund, federal funds, and state special revenue. General fund supports tobacco control,
emergency medical services, health planning, trauma system implementation, and certificate of need. State specia
revenue supports trauma system implementation and emergency medical technician certification and licensing. Federa
grant funds support the balance of program costs.

The 2003 biennium budget request is lower than base budget expenditures due to elimination of $6 million genera fund
for tobacco control and prevention activities and transfer of the remaining $3 million in federal and general fund and 5.0
FTE to the Directors Office. Federal grant increases for cardiovascular health, diabetes control and primary care add $1.3
million over the biennium and fund 2.5 FTE. A new proposal to implement the state trauma system adds $250,000
general fund over the biennium.
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federal Total State Federa Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 172,872 183,546
Vacancy Savings (38,881) (39,199)
Inflation/Deflation 3,267 6,713
Fixed Costs 3,541 4,651
Total Statewide Present Law Adjustments $140,799 $155,711
DP 16 - Tobacco Prevention Grant Increase
1.00 0 0 159,586 159,586 1.00 0 0 159,754 159,754
DP 18 - EMT Certification
0.00 0 36,350 0 36,350 0.00 0 36,350 0 36,350
DP 401 - Federa Grant Increase - Diabetes
0.00 0 0 310,455 310,455 0.00 0 0 191,455 191,455
DP 404 - Primary Care Federal Grant Increase
0.00 0 0 135,442 135,442 0.00 0 0 106,442 106,442
DP 699 - Vacancy Savings at 4 Percent
0.00 (4,342) (206) (13,707) (18,155) 0.00 (4,368) (206) (13,789) (18,263)
Total Other Present Law Adjustments
1.00 ($4,342) $36,244 $591,776 $623,678 1.00 ($4,368) $36,244 $443,862 $475,738
Grand Total All Present Law Adjustments $764,477 $631,449

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 16 - Tobacco Prevention Grant Increase - The legislature funded 1.0 FTE and $319,340 in federal authority over the
biennium to support community-based programs and to create and implement monitoring and evauation systems for
tobacco use prevention. The FTE has already been hired and was authorized by operating plan budget changes approved
by the Office of Budget and Program Planning.

DP 18 - EMT Certification - The legislature appropriated $72,700 state special revenue from fees for emergency medical
technician certification and licensure. Fees are paid by persons who participate in the certification and licensure activity.
The division expects aslight increase in fees and in the number of persons certified and licensed. Fee changes are due to
price increases for the examination and certification process purchased from the National Registry of Emergency Medical
Technicians and increases in state expenses. Base budget expenditures for this function were about $22,000 state special
revenue.

DP 401 - Federal Grant Increase - Diabetes - The legislature appropriated $501,910 federal funds over the biennium for an
increase in the federal diabetes grant to educate persons about the disease and control the increase in incidence of the
disease.

DP 404 - Primary Care Federal Grant Increase - The legislature added $241,888 federal funds over the biennium for an
increase in the primary care federal grant from the Centers for Disease Control.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds

DP 102 - Highway Traffic Safety Grant

03 0.00 0 0 83,000 83,000 0.00 0 0 83,000 83,000
DP 200 - Certificate of Need Operations

03 0.00 23,000 0 0 23,000 0.00 23,000 0 0 23,000
DP 405 - Assistance for Montanans Exposed to Asbestos

03 0.00 18,500 0 0 18,500 0.00 18,500 0 0 18,500
DP 416 - Fiber Optic Rural TeleHealth (Biennia/OTO)

03 0.00 200,000 0 0 200,000 0.00 0 0 0 0
DP 421 - Transfer Tobacco Control and Prevention Programs

03 (5.00) (502,165) 0 (980,126)  (1,482,291) (5.00) (502,155) 0 (980,593) (1,482,748)
DP 689 - FTE Reduction

03 (1.00) (14,959) 0 0 (14,959) (1.00) (15,081) 0 0 (15,081)
DP 702 - Cardiovascular Health Program-CDC Grant

03 150 0 0 260,902 260,902 150 0 0 237,768 237,768
DP 703 - Trauma System Implementation

03 0.00 125,000 0 0 125,000 0.00 125,000 0 0 125,000
DP 881 - Reduce Tobacco Control Prevention Program Expendit

03 0.00  (3,004,943) 0 0 (3,004,943) 0.00  (3,006,235) 0 0  (3,006,235)

Total (4.50) ($3,155,567) $0 ($636,224)  ($3,791,791) (4.50) ($3,356,971) $0 ($659,825)
($4,016,796)

New Proposals

DP 102 - Highway Traffic Safety Grant - The legislature approved $166,000 federal funds to improve emergency medical
services data collection and analysis and to enhance injury prevention. The funds will be used to continue the prehospital
data collection system, to link the trauma register and EMS data base with other health care databases, and to provide
funding for EMS agencies and non-profit organizations to promote injury prevention activities including seat belt use,
child safety seat use, and bike helmet use.

DP 200 - Certificate of Need Operations - The legislature added $46,000 general fund for the Certificate of Need program
(authorized in Title 50, Section 5, Parts 1 and 3, MCA). Funds were not appropriated for this function by the 1999
legidature. The legidature continued funding for the program to avoid construction of additional Medicaid eligible
facilities and services that were estimated to cost more general fund than cost of the Certificate of Need program.

DP 405 - Assistance for Montanans Exposed to Asbestos - The legislature added $37,000 genera fund over the biennium
for contracted services to assist persons in Libby who have been exposed to asbestos. The appropriation is restricted and
authorized for the 2003 biennium only.

DP 416 - Fiber Optic Rural TeleHealth (Biennial/OTO) - The legislature appropriated $200,000 genera fund over the
biennium for grants to rural hospitals to purchase equipment that can be used to transmit information via a fiber optic
cable. Theinformation would be transmitted from rural hospitals to medical specialists for diagnostic assistance.

DP 421 — Transfer Tobacco Control and Prevention Programs - The legislature transferred 5.0 FTE and $3 million total
funds ($1 million genera fund) over the biennium from the Health Policy and Services Division to the Interagency
Coordinating Council on Prevention in the Director's Office. The legislature added language to HB 2 indicating its intent
that the Interagency Coordinating Council administer the program.

DP 689 - FTE Reduction - The legidlature directed that 3.0 FTE could not be included in the base budget funding for the
division 2005 biennium budget request since the FTE had been vacant 7 months or longer. The legislature reduced
general fund by about $30,000 over the biennium.

The Health Systems Bureau FTE were reduced by 1.0 and $30,000 general fund was removed. The Family and
Community Health Bureau and CHIP Bureau were each reduced by 1.0 FTE.
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DP 702 - Cardiovascular Health Program-CDC Grant - The legislature approved $500,555 of federal funds for a
cardiovascular health program and funded 1.5 FTE. Grant funds will end September 2003 and will support a total of 3.5
FTE, because 2.0 of the FTE are already funded in the DPHHS base budget using other sources of funds.

The legislature added language that the FTE may not be included in the 2003 biennium adjusted base budget unless they
are funded by federa or private funds.

DP 703 - Trauma System Implementation - The legislature added $150,000 general fund over the biennium to continue
funding for the position of the state trauma nurse coordinator who manages the state trauma care system. The Executive
Budget included state specia revenue from an increase on vehicle licenses. However, the legislature tabled the bill that
would have instituted the fee. The legislature reallocated general fund in the Disability Services Division to cover the cost
of the trauma system implementation.

The duties of the position that is funded include: 1) providing technical assistance to Montana hospitals and critical access
hospitals; 2) arranging and providing training programs for emergency medical personnel, physicians, nurses and other
medical personnel in the proper management of the acutely injured trauma patient; 3) providing technical assistance and
training for the regional trauma advisory councils so they can improve their regional trauma care delivery system; 4)
overseeing the trauma register, a system for collection information on seriously injured patients and using that data to
improve the care of the patients; and 5) identifying deficiencies in the trauma care system and making plans for
improvement.

DP 881 - Reduce Tobacco Control Prevention Program - The legislature accepted the executive regquest to reduce general
fund tobacco control prevention programs by $6 million general fund over the biennium. The remaining funding of $1.5
million ayear including federa grant funds and $0.5 million general fund and 5.0 FTE were transferred to the Director’s
Office. The legidature added language to HB 2 directing that the Interagency Coordinating Council on Prevention
administer the tobacco prevention and control program.

Language
Item [Cardiovascular Grant] includes funds for 3.5 FTE. Funds for the FTE may not be included in the adjusted base
budget for the 2005 biennium unless federal funds or private revenue is available to fund the position.

Item [Montanans Exposed to Asbestos] must be spent on servicesto assist Montanans who have been exposed to asbestos.
Fundsin item [Montanans Exposed to Asbestos] may not be expended for any other purpose.

Funds in item [Fiber Optic Rura TeleHeath Equipment] may be used only to purchase equipment to transmit or to

facilitate the transmission of medical images and x-rays from rural hospitals to medical specialists. The funds may be
granted only to rural hospitals or groups of rural hospitals to purchase the equipment.
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FAMILY AND COMMUNITY HEALTH BUREAU

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total

Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget

Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 30.00 0.00 1.00 31.00 0.00 1.00 31.00 31.00]
Personal Services 1,290,657 (18,721) 80,309 1,352,245 (11,055) 80,591 1,360,193 2,712,438
Operating Expenses 2,494,180 207,463 1,135,600 3,837,243 14,490 2,171,000 4,679,670 8,516,913]
Equipment 0 0 0 0 0 0 0 0
Grants 5,872,785 0 0 5,872,785 0 0 5,872,785 11,745,570
Benefits & Claims 8,606,319 3,314,510 110,040 12,030,869 3,300,000 166,000 12,072,319 24,103, 188|
Total Costs $18,263,941 $3,503,252 $1,325949  $23,093,142 $3,303,435 $2,417,591 $23,984,967 $47,078,109
General Fund 1,287,751 6,692 40,000 1,334,443 7,437 60,000 1,355,188 2,689,631
State/Other Special 0 0 0 0 0 0 0 0
Federal Specia 16,976,190 3,496,560 1,285,949 21,758,699 3,295,998 2,357,591 22,629,779 44,388,478,
Total Funds $18,263,941 $3,503,252 $1,325,949  $23,093,142 $3,303,435 $2,417,591 $23,984,967 $47,078,109

The Family and Community Health Bureau administers public health programs for women, children, and families
including: the Women, Infants, and Children (WIC) program; Family Planning; the Montana Initiative for the Abatement
of Mortality in Infants (MIAMI); prenatal programs, Children's Special Health Services; and county grants from the
Maternal and Child Health Block Grant. The bureau also coordinates fetal, infant, and child mortality reviews, and
Sudden Infant Death Syndrome (SIDS) prevention.

Program funding is primarily from federal grant funds for WIC, the Maternal Child Health Block Grant, and family
planning grant funds. General fund supports a genetics contract (about $600,000 annually), the MIAMI program (about
$460,000 annually); health care services for low-income children (about $100,000 annually); matching funds for WIC
vouchers to be used at farmers markets ($100,000); some family planning functions (about $25,000 annualy); and
bureau administration costs (about $70,000 annually). The budget approved for the bureau increases about $10.6 million
over the biennium primarily due to the addition of: 1) $6.6 million in federal funds to comply with a legidative audit
finding; 2) $2 million federal funds to upgrade the WIC computer system; and 3) $1.6 million in new or increased federal
grants.
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 34,497 42,483
Vacancy Savings (36,409) (36,650)
Inflation/Deflation 22 1,634
Fixed Costs 11,543 12,903
Total Statewide Present Law Adjustments $9,653 $20,370
DP 20 - Montana Birth Outcomes Monitoring
0.00 0 0 60,455 60,455 0.00 0 0 0 0
DP 21 - Fetal Infant Child Mortality Review
0.00 0 0 150,000 150,000 0.00 0 0 0 0
DP 106 - WIC Infant Formula Rebates
0.00 0 0 3,300,000 3,300,000 0.00 0 0 3,300,000 3,300,000
DP 696 - Data Network Fixed Cost Reduction
0.00 0 0 (47) (47) 0.00 0 0 (47) (47)
DP 699 - Vacancy Savings at 4 Percent
0.00 (2,268) 0 (14,541) (16,809) 0.00 (2,283) 0 (14,605) (16,888)
Total Other Present Law Adjustments
0.00 ($2,268) $0 $3,495,867 $3,493,599 0.00 ($2,283) $0  $3,285348  $3,283,065
Grand Total All Present Law Adjustments $3,503,252 $3,303,435

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 20 - Montana Birth Outcomes Monitoring - The legislature approved $60,455 federal authority in fiscal 2002 to:
identify adverse pregnancy outcomes related to human or environmental factors; track incidence of these outcomes;
establish services for children with specia hedth care needs; and support prevention of adverse outcomes through
education.

DP 21 - Fetal Infant Child Mortality Review - The legislature approved $300,000 federal authority over the biennium to
fund contractual support to communities conducting reviews of deaths, and a state team to advise the department on
causes and interventions related to preventable deaths. The fetal, infant, and child mortality review process is authorized
in state statute. The review process is intended to assist communities to develop interventions and prevent subsequent
deaths of children. In 1998, there were 10 review teams functioning in the state, and they reviewed 98 out of 225 fetal,
infant, and child deaths (44 percent). As of August 2000, there are 18 local teams and three tribal jurisdictions, with the
capacity to review about 75 percent of all fetal, infant, and child deaths in Montana. The goal is to have capacity to
review 100 percent of the deaths by 2001.

DP 106 - WIC Infant Formula Rebates - The legislature approved $6.6 million in federal funds to comply with a
legidative audit finding. The Office of the Legislative Auditor (OLA) recommended in the fiscal 1999 DPHHS audit to
change the accounting method for WIC infant formula rebates. Under current practice, rebates are considered abatements
of expenditures, reducing expenditures for infant formulain WIC. In the opinion of OLA, this practice does not comply
with generally accepted accounting principles. The audit recommends DPHHS account for rebates as revenue and not as
an abatement of expenditures.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.
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DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Specia Specia Funds FTE Fund Specia Specia Funds
DP 103 - Fetal Alcohol Syndrome
04 0.00 0 0 600,000 600,000 0.00 0 0 600,000 600,000
DP 104 - Health Educator - Women's Health
04 1.00 0 0 54,551 54,551 1.00 0 0 50,719 50,719
DP 107 - MCH Data Analyst Position
04 1.00 0 0 38,758 38,758 1.00 0 0 36,872 36,872
DP 109 - Upgrade/Replace WIC Eligibility and Benefits System
04 0.00 0 0 500,000 500,000 0.00 0 0 1,530,000 1,530,000
DP 400 - Farmer's Market Vouchers - WIC
04 0.00 40,000 0 92,640 132,640 0.00 60,000 0 140,000 200,000
DP 689 - FTE Reduction
04 (1.00) 0 0 0 0 (1.00) 0 0 0 0
Total 1.00 $40,000 $0 $1,285,949 $1,325,949 1.00 $60,000 $0  $2,357,591 $2,417,591

New Proposals

DP 103 - Fetal Alcohol Syndrome - The legislature approved $1.2 million in federal funds received as part of a four-state
consortium to develop a plan to address the impacts of fetal acohol syndrome and fetal alcohol effect (FAS/FAE). FASis
a pattern of birth defects and neurological damage cause by prenatal alcohol exposure and is recognized as the leading
identifiable cause of mental retardation and neurologic dysfunction in the United States. The Centers for Disease Control
reported a six-fold increase in the incidence of babies born with FAS between 1960 and 1995.

Plan development would include state agencies and academic ingtitutions. A preliminary plan will include, but is not
limited to: 1) education of professionals and the general public; 2) development of legidation regarding FAS/FAE; 3)
development of a continuum of services for FAS/FAE-diagnosed clients; 4) screening that promotes early identification
and supports early intervention; and 5) prevention of the incidence of FAS by targeted interventions with the pregnant and
child bearing populations.

DP 104 - Health Educator - Women's Health - The legislature added $105,270 federal funds for the biennium for 1.00
FTE health educator in the Women's Health Section. The FTE is currently funded as a modified position and was funded
by the 1999 legidlature. Funding for this position has been earmarked in the Title X federal grant since 1989. The hedlth
educator position continues to be a requirement of the Title X funding and some of the Title X grant is restricted to this
use. This position is responsible for education services, community outreach and marketing, and evaluating education
services in loca family planning programs as well as training activities and efforts aimed toward the prevention of
unintended pregnancy.

DP 107 - MCH Data Analyst Position - The legislature added $75,630 federal funds for the biennium for 1.0 FTE. The
FTE is currently funded as a modified position. This position will gather and analyze maternal child health data,
particularly data required by the Maternal and Child Block Grant, to address the performance measures and health status
indicators. Funding will be from existing federal resources.

DP 109 - Upgrade/Replace WIC Eligibility and Benefits System - The legislature appropriated $2 million federal funding
for the biennium to revise and update the existing Women, Infants, and Children (WIC) automated system used to track
eigibility of and food vouchers issued to individual recipients. The current WIC system was implemented in Montanain
May of 1994 and uses programs that are becoming obsolete. To address the obsolescence issue, DPHHS contracted to
investigate alternative technology solutions. As aresult of that investigation, DPHHS is proceeding with plans to update
the system.

PUBLIC HEALTH & HUMAN SERVICES B-79 HEALTH POLICY & SERVICES DIVISION



PUBLIC HEALTH & HUMAN SERVICES 07-HEALTH POLICY & SERVICES DIVISION

DP 400 — Farmers' Market Vouchers - WIC - The legislature added $332,640, including $100,000 genera fund, over the
biennium to alow an expansion in the WIC program. The expansion would provide vouchers for WIC participants to
purchase produce at farmers' markets.

DP 689 - FTE Reduction - The legidature directed that 3.0 FTE could not be included in the base budget funding for the
division 2005 biennium budget request since the FTE had been vacant 7 months or longer. The legislature reduced
general fund by about $30,000 over the biennium.

The Health Systems Bureau FTE were reduced by 1.0 and $30,000 general fund was removed. The Family and
Community Health Bureau and CHIP Bureau were each reduced by 1.0 FTE.
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COMMUNICABLE DISEASE CONTROL AND PREVENTION BUREAU

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 44.78 0.00 3.00 47.78 0.00 3.00 47.78 47.78
Personal Services 1,843,527 (85,900) 111,392 1,869,019 (74,327) 111,782 1,880,982 3,750,001
Operating Expenses 3,103,424 103,905 431,254 3,638,583 109,745 432,783 3,645,952 7,284,535
Equipment 104,992 0 99,657 204,649 0 99,657 204,649 409,298
Grants 463,007 50,000 356,343 869,350 50,000 272,333 785,340 1,654,690
Benefits & Claims 6,496 0 0 6,496 0 0 6,496 12,992
Debt Service 2,576 0 0 2,576 0 0 2,576 5,152,
Total Costs $5,524,022 $68,005 $998,646 $6,590,673 $85,418 $916,555 $6,525,995 $13,116,668
Genera Fund 655,785 (29,147) 84,010 710,648 (26,410) 0 629,375 1,340,023
State/Other Special 1,974,280 (14,882) 66,926 2,026,324 (6,748) 67,143 2,034,675 4,060,999
Federal Specia 2,893,957 112,034 847,710 3,853,701 118,576 849,412 3,861,945 7,715,646
Total Funds $5,524,022 $68,005 $998,646 $6,590,673 $85,418 $916,555 $6,525,995 $13,116,668]

The Communicable Disease Control and Prevention Bureau is responsible for several programs related to detection,
control, and prevention of communicable diseases. This bureau administers:

7?
7?
7?
7?

7?

?7?

The STD/HIV Prevention Program, which provides surveillance and outbreak control of reportable infectious
diseases, including AIDS and other sexually transmitted diseases

The Sexual Assault Prevention Program

The Immunization Program, which prevents the occurrence and transmission of vaccine-preventable diseases such
as mead es, mumps, hepatitis, and rubella

The Epidemiology Program, which manages the division's efforts toward disease control through surveillance,
outbreak response, and epidemiological efforts

The Food and Consumer Safety Program, which is responsible for ensuring that healthful conditions exist and are
maintained in food serving and processing establishments, hotels, motels, campgrounds, public pools, and trailer
parks; and for providing training support servicesto local health agencies and sanitarians

The state Public Health Laboratory

The communi cable disease budget rises about $2 million over the biennium primarily due to: general fund of $84,010 for
AIDS treatment; federal grants for 1.0 FTE and bioterriorism prevention ($900,000), AIDS treatment and prevention
($744,666), and lab and epidemiology capacity ($148,000); and state specia revenue appropriations for 2.0 FTE and
public health laboratory costs ($134,000) and local board inspection funding ($100,000).
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services (12,224) (167)
Vacancy Savings (50,170) (50,534)
Inflation/Deflation 3,285 6,236
Fixed Costs 26,182 29,071
Total Statewide Present Law Adjustments ($32,927) ($15,394)
DP 17 - Epidemiology and Lab Capacity Grant
0.00 0 0 74,438 74,438 0.00 0 0 74,438 74,438
DP 19 - Loca Board Inspection Fund
0.00 0 50,000 0 50,000 0.00 0 50,000 0 50,000
DP 699 - Vacancy Savings at 4 Percent
0.00 (2,693) (11,099) (9,714) (23,506) 0.00 (2,709) (11,157) (9,760) (23,626)
Total Other Present Law Adjustments
0.00 ($2,693) $38,901 $64,724 $100,932 0.00 ($2,709) $38,843 $64,678 $100,812
Grand Total All Present Law Adjustments $68,005 $85,418

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 17 - Epidemiology and Lab Capacity Grant - The legislature approved $148,876 federal funds over the biennium to
improve epidemiology and laboratory capacity. Federal funds will be used to enhance laboratory and surveillance
capability to identify food borne illness and a small amount of the funds may be used to address problems with Hepatitis
C in high-risk populations.

DP 19 - Local Board Inspection Fund - The legislature authorized $100,000 state special revenue funds over the biennium
due to increases in the number of licensed establishments in existence across the state. Additiona authority was added
due to an increase in numbers of establishments of 7 percent or 490 in the second year of the biennium. Licensed public
establishments (including restaurants, trailer courts and campgrounds, motels and hotels, swimming pools and spas) pay
DPHHS a fee for establishment licenses. Counties receive 85 percent of the license fee revenue based on performance of
inspection, education, and enforcement services. DPHHS collects the establishment fee and remits the appropriate
balance to the counties. This proposal would allow DPHHS to remit the anticipated level of fee income to counties during
the 2003 biennium.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds
DP 87 - Compliance Investigation
05 0.00 0 0 21,031 21,031 0.00 0 0 22,733 22,733
DP 110 - Public Health Laboratory
05 2.00 0 66,926 0 66,926 2.00 0 67,143 0 67,143
DP 111 - Bioterrorism Preparedness
05 1.00 0 0 454,346 454,346 1.00 0 0 454,346 454,346
DP 409 - AIDS Treatment/Prevention
05 0.00 0 0 372,333 372,333 0.00 0 0 372,333 372,333
DP 410 - HIV/AIDS Treatment and Coverage
05 0.00 84,010 0 0 84,010 0.00 0 0 0 0
Total 3.00 $84,010 $66,926 $847,710 $998,646 3.00 $0 $67,143 $849,412 $916,555

New Proposals
DP 87 - Compliance Investigation - The legislature authorized $40,000 federal funds due to additional funding through
the Food and Drug Administration contract for various compliance activities.

DP 110 - Public Health L aboratory - The legislature funded 2.00 FTE in the public health laboratory and added $134,069
state special revenue. The positions perform laboratory testing, data entry, and mailroom duties. The FTE are funded
from fee income for laboratory testing.

DP 111 - Bioterrorism Preparedness - The legislature funded 1.0 FTE and added $908,692 federal funds over the
biennium for a grant to: enhance surveillance of disease, in order to assure early detection of bioterrorism events or other
public health disasters; assure a minimum standard of technology and communication equipment at each local health
department and DPHHS; and provide training to local and state public health staff to prepare for public health disasters,
including possible bioterrorist attacks. The grant is anticipated to be renewed for five years.

DP 409 - AIDS Treatment/Prevention - The legislature appropriated $0.7 million federal funds over the biennium for
federal grant increases to fund treatment and prevention of AIDS. Treatment services include purchasing drugs, payment
of health insurance premiums, and payment for other medical services such as dental care for over 140 low-income
Montanans.

DP 410 - HIV/AIDS Treatment and Coverage - The legislature appropriated $84,010 general fund for prevention of and
treatment for persons with the HIV virus and AIDS. The appropriation is biennial and restricted. The general fund
increase was offset by reductions in the Mental Health Services Plan (MHSP) cost projections.
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CHIP
Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget

Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 454 6.00 (1.00) 9.54 6.00 (1.00) 9.54 9.54
Personal Services 243518 164,468 0 407,986 166,008 0 409,526 817,512
Operating Expenses 148,128 989,120 0 1,137,248 1,013,979 0 1,162,107 2,299,355
Equipment 36,836 24,000 0 60,836 0 0 36,836 97,672,
Benefits & Claims 3,498,308 8,760,406 808,062 13,066,776 8,759,732 808,062 13,066,102 26,132,878]

Total Costs $3,926,790 $9,937,994 $308,062  $14,672,846 $9,939,719 $308,062  $14,674,571 $29,347,417|
Genera Fund 668,563 1,978,224 154,259 2,801,046 1,999,353 154,259 2,822,175 5,623,221
State/Other Special 136,151 (136,151) 0 0 (136,151) 0 0 0
Federa Specia 3,122,076 8,095,921 653,803 11,871,800 8,076,517 653,803 11,852,396 23,724,196

Total Funds $3,926,790 $9,937,994 $808,062  $14,672,846 $9,939,719 $808,062  $14,674,571 $29,347,417|

The Children's Health Insurance Program (CHIP) program includes staff and resources to administer an insurance
program for children in families with incomes less than 150 percent of the federal poverty level ($26,475 for afamily of 4
in 2001). The state contracts with private insurance carriers to provide and pay for services. Families with incomes above
100 percent of the federal poverty level pay an annual co-payment of $215.

CHIP is funded from a fixed federal grant.

allotment.

States have three years from the time it is received to spend the grant
Federal funds require a state match based on a percentage of the match rate for Medicaid benefits. The

Montana match requirement for federal CHIP funding is 19.09 percent in fiscal 2002, and 19.24 percent in fiscal 2003.
Administrative costs are limited to 10 percent of the grant amount.

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services (23,433) (22,532)
Vacancy Savings (6,120) (6,147)
Inflation/Deflation 679 1,206
Fixed Costs 17,825 18,157
Total Statewide Present Law Adjustments ($11,049) ($9,316)
DP 44 - CHIP Annualization
6.00 1,899,906 0 8,052,458 9,952,364 6.00 1,914,835 0 8,037,529 9,952,364
DP 699 - Vacancy Savings at 4 Percent
0.00 (634) 0 (2,687) (3,321) 0.00 (640) 0 (2,689) (3,329)
Total Other Present Law Adjustments
6.00 $1,899,272 $0 $8,049,771 $9,949,043 6.00  $1,914,195 $0  $8,034,840  $9,949,035
Grand Total All Present Law Adjustments $9,937,994 $9,939,719

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.
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DP 44 - CHIP Annualization - The legislature funded 6.0 FTE and added $19.9 million total funds including $3.8 million
general fund to annualize the cost of CHIP. Enrollment in CHIP increased gradually reaching 9,251 in January 2001.
Average annua enrollment in CHIP was substantially lower in the base budget, about 2,850 children, than ongoing
enrollment, which is expected to be 9,251.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federal Total General State Federa Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds
DP 689 - FTE Reduction
06 (1.00) 0 0 0 0 (1.00) 0 0 0 0
DP 886 - CHIP Annualization Correction
06 0.00 154,259 0 653,803 808,062 0.00 154,259 0 653,803 808,062
Total (1.00) $154,259 $0 $653,803 $808,062 (1.00) $154,259 $0 $653,803 $808,062

New Proposals

DP 689 - FTE Reduction - The legislature directed that 3.0 FTE could not be included in the base budget funding for the
division 2005 biennium budget request since the FTE had been vacant 7 months or longer. The legislature reduced
genera fund by about $30,000 over the biennium.

The Health Systems Bureau FTE were reduced by 1.0 and $30,000 genera fund was removed. The Family and
Community Health Bureau and CHIP Bureau were each reduced by 1.0 FTE.

DP 886 — CHIP Annualization Correction - This adjustment augments PL 44 CHIP annualization. These funds will allow
the CHIP program to continue at its present service level of 9,251 children annually (pending no changes in the CHIP
insurance premium). PL 44 isunderstated by $1.6 million total funds, including $0.3 million general fund.

PUBLIC HEALTH & HUMAN SERVICES B-85 HEALTH POLICY & SERVICES DIVISION



PUBLIC HEALTH & HUMAN SERVICES 08-DIVISION OF QUALITY ASSURANCE

Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 113.71 0.00 (4.00) 109.71 0.00 (4.00) 109.71 109.71
Personal Services 4,335,905 216,749 (1,834) 4,550,820 242,707 4,929 4,583,541 9,134,361
Operating Expenses 1,765,600 68,002 450,000 2,283,602 77,953 440,000 2,283,553 4,567,155
Equipment 37,773 0 0 37,773 0 0 37,773 75,546
Grants 0 0 370,000 370,000 0 370,000 370,000 740,000
Total Costs $6,139,278 $284,751 $818,166 $7,242,195 $320,660 $814,929 $7,274,867 $14,517,062
Genera Fund 1,658,639 204,212 202,525 2,065,376 215,309 210,329 2,084,277 4,149,653
State/Other Special 386,883 17,098 (184,359) 219,622 18,499 (195,400) 209,982 429,604
Federal Specia 4,093,756 63,441 800,000 4,957,197 86,852 800,000 4,980,608 9,937,805
Total Funds $6,139,278 $284,751 $818,166 $7,242,195 $320,660 $814,929 $7,274,867 $14,517,062

Program Description

The Quality Assurance Division provides a comprehensive and coordinated quality assurance program and evaluates
services provided by DPHHS to the citizens of Montana. Functions include the provision of:

Fair hearings

Facility management

Contract and financial audits

Ongoing reviews to monitor the appropriate use of Medicaid by recipients and providers

Estate, cost avoidance and fraud recovery

Quality control samples for compliance with federal and state eligibility rules

Performance measures and benchmarking

Certification of health care facilities and clinical laboratories

Inspection and licensure of health care providers and other facilities or services licenses issued by the department

3IIIIIIIN

Program Reor ganization

The community residential licensing function (licensing of group homes for foster care children and developmentally
disabled persons) was moved to the Quality Assurance Division from the Child and Family Services Division in fiscal
2000. The reorganization involved the transfer of 7.0 FTE, 5.0 of whom are located in field offices, and $315,742
(including $217,321 general fund).

Another 0.7 FTE was transferred to the Quality Assurance Division from the Child and Family Services Division to
support childcare licensure. That function was transferred during the 1999 biennium.

Program Narrative

The Quality Assurance Division 2003 biennium annual appropriation is about $1.1 million higher than base budget
expenditures. General fund increases about $0.4 million annually. Major changes to the 2003 biennium appropriation
are;

?? Funding for the critical access hospital federal grant which added $1.6 million federal funds

?? HB 124 which added $0.4 million general fund and reduced state special revenue county funds by nearly the same
amount
Increased contracted services for licensure which added $0.1 million genera fund as a one-time-only appropriation
Other changes including increased vacancy savings, rent, and data network charge reductions and direction to
remove 4.0 FTE from the base budget funding for next session which reduced appropriations by $0.1 million total
funds

7?
»
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One of the mgjor policies considered by the legidature dealt with inspection of radiological equipment (see DP 172), since
the level of funding requested by the executive and approved by the legislature to fulfill licensure activities would not
provide timely inspections of al radiological equipment in the state.

DPHHS indicated that it would make the following management and administrative rule changes governing the radiologic
program because the base level funding and the present law adjustment were less than necessary to fulfill al current
requirements. Therule changes are: 1) establish health and safety standards for radiology equipment, operating personnel
and patients; and 2) require al hospitals, cancer treatment centers, radiation diagnostic centers, health clinics, and other
non-health care businesses using radiology equipment to certify once a biennium to DPHHS that health and safety
standards are met. DPHHS would inspect annually 20 percent of all remaining radiology equipment used in dental,
chiropractic, podiatrist, veterinarian, and private physician offices.

There are 960 radiological installations in Montana. Currently the Quality Assurance Division has 1.0 FTE to survey,
inspect, register, and license radiology facilities and services. The position was vacant for an extended period of time due
to inability to recruit. Administrative Rules of Montana require that a facility register radiological equipment within 30
days of acquisition and reregister equipment every 2 years and that the equipment be inspected as time and resources
alow.

Funding

The Quality Assurance Division is funded primarily from federal funds (68.5 percent of the fiscal 2003 appropriation).
The single largest source of federal fundsis Medicaid funding. General fund accounts for 29 percent of program funding;
state special revenue accounts for 3 percent.

Table 26 General fund supports the full cost of radiologica
uality Assurance Division Fundin uipment testing, the state match for Medicaid and
Quality g
__ __ Title IV-E (foster care) eligible costs, a portion of
Actua Legislative Appropriation Percent . .
Fund Source Fiscal 2000 Fiscal 2002 Fiscal 2003 of Total childcare licensure, the non federal share of costs for
General Fund $ 1658639  $2065376 $2084277  28.7% fair hearings for the Medicaid, Food Stamp, and
enera Fun ,658, ,065, ,084, . . . ..
Percent of Total Funds 27.0% 285% 28.7% 0 ij M benefit programs, and a portion of division
ministration.
State Specia Revenue
Lien & Estate Recovery $144,538 $164,474  $154,474 2.1% ) ]
Earmarked Alcohol Funds 57,227 55,148 55,508 0.8% State special revenue includes acohol taxes allocated
< 0, . .
County Funds 185,118 g 8 oo to DPHHS and lien and estate recoveries for
Subtotal State Special Revenue $386.883 $219.622 $209,982 2.9% Medicaid services. Alcohol taxes wpport staff and
Percent of Total Funds 6.3% 3.0% 2.9% . .
contracted services for chemica dependency program
Federdl Funds licensure. Lien and estate funds pay for contracted
Title 18 (Medicare) $1,034633  $1074095 $1,082162  14.9% . . f h "
Medicaid Admininstration 909,948 937499 941228  12.9% services to pursue recoveries tor the cost O
Rural Hospital Flexibility 0 800,000 800,000 11.0% Medicaid-funded nursi ng home services. The
Medicaid Benefits 416,840 449,885 453,101 6.2% . . .
Discretionary Child Care 444,994 416320 418868 5.8% contractor is paid about 20 percent of collections.
Child Care Administration 78,945 79,025 79,509 1.1%
Title IV-E (Foster Care) 77,757 77,829 78,268 1.1% . . S
Title 18 (Medicare- CLIA) 58,303 58,573 58,946 0.8% The'lncrease in general fund_ and decline in state
FDA Mammography Inspec. 46,814 48,169 48461 0.7% special revenue is due primarily to passage of HB
OBRA Nurse Aide 15,105 28,771 28,918 0.4% e ; ;
ADAD Block Grant 2528 5528 2526 0.0% 124. HB 12_4 transfer_s admlnlstr_at!on and funding for
Indirect/Cost Allocation 1,006,889 983503 987,619  136% some functions previously administered and funded
Subtotal Federal Funds $4003756  $4957.197 $4980.608  68.5% by counties to the state.
Percent of Total Funds 66.7% 68.4% 68.5%
Total Funds $6139278  $7.242195 $7.274867  100.0%
Increase Above Base 18.0% 18.5%
Annua Rate of Change from Base 8.6% 5.8%
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There are nine separate federal funding sources used by the Quality Assurance Division. Some federal sources support
more than one function.

?? Medicaid funds support third party (insurance and private pay) recovery, the surveillance, utilization and review
unit, the nurse aide registry for nursing homes and the Department of Justice fraud investigation contract
Medicaid and Medicare funds support certification of nursing home and personal care services
Medicare CLIA paysfor the review of some laboratories so that they can qualify for federal funding
The rural hospital flexibility grant supports grants and other activities that allow local hospitals to maintain critical
access hospital status
Childcare funding supports licensure of childcare facilities
Title IV-E pays for the federal share of licensing community residential facilities
Mammography funds pay for inspections of mammography equipment
Federa indirect funding represents the federal share of allocated administrative costs, such as those for fair hearings
and administrative costs
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federal Total State Federa Total
FTE Genera Specia Specia Funds FTE General Specia Specia Funds
Personal Services 406,554 433,592
Vacancy Savings (129,955) (130,764)
Inflation/Deflation 11,656 20,031
Fixed Costs 839 2,297
Total Statewide Present Law Adjustments $289,094 $325,156
DP 91 - Leased Motor Pool Cars
0.00 (375) 0 (825) (1,200) 0.00 (375) 0 (825) (1,200)
DP 172 - Increased Licensure Bureau Services
0.00 58,737 0 0 58,737 0.00 58,862 0 0 58,862
DP 696 - Data Network Fixed Cost Reduction
0.00 (36) 0 (126) (162) 0.00 (36) 0 (126) (162)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (982) (44) (842) (1,868) 0.00 (985) (45) (845) (1,875)
DP 699 - Vacancy Savings at 4 percent
0.00 (18,744) (2,686) (38,420) (59,850) 0.00 (18,832) (2,696) (38,593) (60,121)
Total Other Present Law Adjustments
0.00 $38,600 ($2,730) ($40,213) ($4,343) 0.00 $38,634 ($2,741) ($40,389) ($4,496)
Grand Total All Present Law Adjustments $284,751 $320,660

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget approved by the legislature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. The other numbered
adjustments in the table correspond to the narrative descriptions.

DP 91 - Leased Motor Pool Cars - The legislature accepted the reduction of $2,400 total funds, including $750 in the
general fund for the biennium for two motor pool lease cars in the Billings and Miles City field offices. Appropriations
are reduced since the cost of leasing cars is anticipated to be lower than the cost of reimbursing employees for using
private vehicles for work-related travel.

DP 172 - Increased Licensure Bureau Services - The legislature accepted the executive request for $117,599 general fund
for the biennium to expand contracted services for licensure and radiology inspection functions. The legislature
designated the appropriation as one time only. The executive withdrew funding for 1.0 FTE that was included in the
request. As discussed in the program narrative, DPHHS testified that it would amend rules regarding testing of
radiological equipment since the appropriations were not sufficient to test all equipment in atimely manner.
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DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
DP 114 - Critical Access Hospital Grant
08 0.00 0 0 800,000 800,000 0.00 0 0 800,000 800,000
DP 406 - Information Services for Personal Care Facilities
08 0.00 0 20,000 0 20,000 0.00 0 10,000 0 10,000
DP 425 - HB 124 - Revise Local Government Funding
08 0.00 211,082 (204,359) 0 6,723 0.00 218,916 (205,400) 0 13,516
DP 689 - FTE Reduction
08 (4.00) (8,557) 0 0 (8,557) (4.00) (8,587) 0 0 (8,587)
Total (4.00) $202,525 ($184,359) $800,000 $818,166 (4.00) $210,329 ($195,400) $800,000 $814,929

New Proposals

DP 114 - Critical Access Hospital Grant - The legislature accepted the executive request to add $1.6 million in federal
funds over the biennium to continue a program established through budget amendment in the 2001 biennium. The
program provides rural hospitals with grants to purchase equipment and convert to critical access hospital status. Grants
have supported emergency medical services, as well as quality improvement and quality assurance programs and
activities. Some of the grant funds are being used to fund planning and other activities that will help rural hospitals recruit
and retain health professionals.

DP 406 - Information Services for Personal Care Facilities - The legislature appropriated $30,000 state special revenue
from Medicaid lien and estate recoveries. Funds will be used to provide information and education to managers of
personal care facilities.

DP 425 - HB 124 - Revise Loca Government Funding - The legislature passed HB 124, which revises local government
funding. One of the changes included in HB 124 replaces county funding of public welfare and foster care functions with
general fund. The legislature increased general fund $429,998 over the biennium and reduced state specia revenue by
$409,759. The net increase in general fund ($20,239) supports the pay plan increase that would have been paid by county
funds prior to the passage of HB 124. The pay plan bill (HB 13) had been transmitted to the Governor prior to passage of
HB 124 so general fund to support the pay plan increase in the 2003 biennium was included in HB 2.

DP 689 - FTE Reduction - The legidlature directed that 4.0 FTE could not be included in the base budget funding for the
2005 biennium budget request since the FTE had been vacant 7 months or longer. The legislature reduced general fund
by $8,557 in fiscal 2002 and $8,587 in fiscal 2003.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 140.00 0.00 0.00 140.00 0.00 0.00 140.00 140.00
Personal Services 4,962,930 360,188 (535,335) 4,787,783 390,612 (529,857) 4,823,685 9,611,468
Operating Expenses 22,711,118 2,011,993 (683,548) 24,039,563 2,433,967 (683,548) 24,461,537 48,501,100
Equipment 41,352 0 0 41,352 0 0 41,352 82,7044
Debt Service 317,198 0 0 317,198 0 0 317,198 634,396
Total Costs $28,032,598 $2,372,181  ($1,218,883)  $29,185,896 $2,824579  ($1,213,405) $29,643,772 $58,829,668
Genera Fund 10,767,331 1,470,515 (652,626) 11,585,220 1,613,203 (1,177,965) 11,202,569 22,787,789
State/Other Special 2,062,464 185,585 (679,997) 1,568,052 198,179 (149,180) 2,111,463 3,679,515
Federal Specia 15,202,803 716,081 113,740 16,032,624 1,013,197 113,740 16,329,740 32,362,364
Total Funds $28,032,598 $2,372,181  ($1,218,883)  $29,185,896 $2,824,579  ($1,213,405) $29,643,772 $58,829,668

Program Description

The Operations and Technology Division (OTD) provides support services for the Department of Public Health and
Human Services. Services provided by the division include: 1) fiscal and accounting services; 2) budget preparation and
managerial services, 3) purchasing, leasing and mail room services;, and 4) development and operation of interna
computer systems and tel ecommunications.

OTD manages contracts for several large computer systems including:
?? The Economic Assistance Management System (TEAMYS)
?? System for the Enforcement and Recovery of Child Support (SEARCHS)
?? Montana Medicaid Information System (MMIS)
?? Child and Adult Protective Services System (CAPS)

Program Narrative

Table 27 summarizes the major functions of the Operations and Technology Division. One-third of the division funding
supports accounting, budgeting, purchasing, communications, computer support, and similar centralized services
functions, while dlightly less than two-thirds of the division's funding supports large computer system contracts with
private contractors.
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Table 27
Operations and Technology Division
Summary of Major Program Functions with Funding
Fiscal 2000 Base Budget Fiscal 2002 Appropriation Fiscal 2003 Appropriation

Function General Fund  State Special Federal Total Funds General State Special Federal Total Funds General State Special Federal
Centralized Services Functions:

Administration - Division ($211,411) $242,509 $440,465 $471,563 $138,363 $24,730 $249,762 $412,855 $186,500 $28,572 $285,641

Budget and Analysis 197,885 5,574 194,757 398,216 181,061 16,327 174,400 371,788 183,029 16,439 175,599

Fiscal * 1,442,956 386,451 1,956,085 3,785,492 1,453,739 156,449 2,328,677 3,938,865 1,404,197 176,545 2,295,231

Legislative Audit (biennial) 76,413 16,663 81,224 174,300 154,636 37,800 151,200 343,636 77 19 75

Network & Communications Services 569,697 15,339 597,114 1,182,150 570,780 26,707 396,241 993,728 574,907 26,841 398,540

Information Systems Bureau 654,457 0 674,245 1,328,702 529,563 28,672 876,766 1,435,001 535,335 28,812 879,206

Internal Support (Purchasing and Supply, etc) 674,315 147,702 717,226 1,539,243 924,247 65,974 843,002 1,833,223 957,118 68,278 872,441

Reimbursement 576,864 0 0 576,864 614,515 0 0 614,515 617,078 0 0
Subtotal Agency Centralized Services $3,981,176 $814,238 $4,661,116 $9,456,530 $4,566,904 $356,659 $5,020,048 $9,943,611 $4,458,241 $345,506 $4,906,733

Percent of Total 42.1% 8.6% 49.3% 100.0% 45.9% 3.6% 50.5% 100.0% 45.9% 3.6% 50.5%
Other Functions:

Vital Statistics $335,007 $168,914 $83,379 $587,300 $267,601 $252,365 $16,255 $536,221 $269,085 $253,822 $16,346

Labs 0 568,888 0 568,888 0 601,582 0 601,582 0 605,689 0

Tumor Registry 51,611 0 553 52,164 63,121 0 68,082 131,203 63,350 0 68,329
Contracted Computer Systems:

The Economic Assistance Management

System (TEAMYS) $2,792,180 $510,424 $4,020,723 $7,323,327 $3,189,757 $0 $3,762,026 $6,951,783 $3,307,619 $0 $3,879,933
System for the Enforcement & Recovery of Child
Support (SEARCHS) 933,136 0 1,922,908 2,856,044 737,381 357,446 2,125,252 3,220,079 254,214 906,446 2,253,046

Child & Adult Protective Services (CAPS) 1,554,543 0 1,155,090 2,709,633 1,560,196 0 1,440,180 3,000,376 1,610,472 0 1,486,589

Medicaid Management Information (MMIS) 968,708 0 2,906,125 3,874,833 1,049,290 0 3,147,872 4,197,162 1,088,618 0 3,265,855

Med Stat 150,970 0 452,909 603,879 150,970 0 452,909 603,879 150,970 0 452,909
Subtotal External Systems $6,399,537 $510,424  $10,457,755 $17,367,716 $6,687,594 $357,446  $10,928,239  $17,973,279 $6,411,893 $906,446  $11,338,332

Percent of Total 36.8% 2.9% 60.2% 100.0% 37.2% 2.0% 60.8% 100.0% 34.4% 4.9% 60.8%
Total Operations and Technology Division $10,767,331 $2,062,464  $15,202,803 $28,032,598 | $11,585,220 $1,568,052  $16,032,624  $29,185,896 | $11,202,569 $2,111,463  $16,329,740

Percent of Total 38.4% 7.4% 54.2% 100.0% 39.7% 5.4% 54.9% 100.0% 37.8% 7.1% 55.1%
*The funding for this section includes a general fund reduction equivalent to a 1 percent reduction in personal services costs. The department may allocate this reduction agency wide.

PUBLIC HEALTH & HUMAN SERVICES B-91 OPERATIONS & TECHNOLOGY DIV



PUBLIC HEALTH & HUMAN SERVICES 09-OPERATIONS & TECHNOLOGY DIV

Increased funding to support contracted services for automated systems managed by the Operations and Technology
Division isincluded in the budget for the division responsible for program management including:
?? The Child Support Enforcement Division, $209,104 state specia revenue and $405,908 federal funds as biennial
appropriations to increase the SEARCHS facility maintenance contract by 20 percent
?? The Human and Community Services Division, $1.5 million federal funds for reprocurement and enhancements to
TEAMS including funding to provide electronic benefit transfer of cash assistance benefits

The department is in the process of programming and implementing electronic benefit transfer of food stamp benefits.
This project was begun in the 2001 biennium and will be completed during the 2003 biennium. The department is
funding the food stamp electronic benefit transfer project within existing appropriations. No new funding was requested
or approved for this purpose.

Funding

The Operations and Technology Division is funded by a combination of general fund, state special revenue, and federal
funds. Asiillustrated in Table 28, genera fund provides approximately 38 percent of funding for the division. State
specia revenue provides 7 percent and federal funding provides 55 percent of the funding for the division. Funding for
the Operations and Technology Division is unique to the function being performed.

Table 28 Adminigtrative, fiscal, and budget support

Operations and Technology Division services are charged to the various programs

__ _ managed by the department through a

Fscd 2000 Legisiative Appropristion  Percert department-wide cost allocation.

Fund Source Add Aed 2002 AA 2003 o Toid Laboratory services are funded by state

Generdl Fund $10767331 $11585220 $11202569 37.8% | SPecial revenue generated by the collection

Percent of Total 384% 39.7% 37.8% of fees. Vita records and statistics are

_ funded with 50 percent general fund, 47

Sgo?:ﬁ}ogaﬁmue $1,324,662 $720673  $1258529  4.2% percent state special revenue and 3 percent

1 324, , 258, 2% . .

hem Lab 568888 504174 508,268 2 0% fe_deral funds. The tumor registry is funded

Vital Statistice 168914 253205 254,666 0% with 48 percent general fund and 52 percent
Subtotal State Special Revenue 2062464  $1568052 2111463 7% | federal funds.

Percent of Totdl 7.4% 5.4% 7.1%

The legidature approved funding for the

Federal Funds : - -
Cogt Allocation $15118871 $15947374  $16244,149  548% Operations and Technology Division that is
Tumor Registry 83,937 85250 g5501  03% | 1.4 million general fund and $1.6 million
Subtotal Federal Funds $15202803  $16032624 $16329740 551% | total funds less than the Executive Budget.
Percent of Totd 5420 54.9% 55.1% The general fund support for the division as

a percentage of total funding that was

Totd Funds $28082598  $29,1858%  $29643772 1000% | included in the Executive Budget was
. greater than the percentage of genera fund

Increase Above Bae A41% 51% support utilized in fiscal 2000. The
Annuel Reteof Chengefrom Base 20% 19% legislature reduced genera fund support for

the divison by $750,000 to maintain

general fund as a percentage of total funding at the same level asfiscal 2000 actual funding. Additionally, the legislature
reduced state specia revenue in the Child Support Enforcement Division by approximately $1.3 million and provided
this funding to the Operations and Technology Division to support costs associated with SEARCHS.

HB 124 passed by the legidature revised local government funding and provided that public assistance and protective
services programs be funded with general fund rather than county funds. General fund support for this division was
increased by $1,044,768 in fiscal 2002 and of $1,070,319 in fiscal 2003 and state specia revenue from counties was
reduced $1,037,443 in fiscal 2002 and $1,055,626 in fiscal 2003 due to the provisions of HB 124.
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federal Total State Federal Total
FTE Genera Specia Specia Funds FTE General Specia Specia Funds
Personal Services 581,979 613,675
Vacancy Savings (151,161) (152,112)
Inflation/Deflation (837,679) (834,635)
Fixed Costs 1,284,111 1,022,179
Total Statewide Present Law Adjustments $877,250 $649,107

DP 54 - TEAMS Facility Maintenance Contract

0.00 24,007 0 24,008 48,015 0.00 60,496 0 60,497 120,993
DP 55 - MMIS Fecility Maintenance Contract

0.00 80,582 0 241,747 322,329 0.00 119,910 0 359,730 479,640
DP 56 - CAPS Facility Maintenance Contract

0.00 50,109 0 46,255 96,364 0.00 56,856 0 52,482 109,338
DP 57 - SEARCHS Facility Maintenance Contract

0.00 22,943 0 44,536 67,479 0.00 26,533 0 51,505 78,038
DP 65 - Cost Allocation Plan Contract

0.00 19,000 5,000 26,000 50,000 0.00 19,000 5,000 26,000 50,000
DP 67 - CAPS Computer Processing

0.00 102,750 0 94,846 197,596 0.00 145,825 0 134,607 280,432
DP 70 - SEARCHS Computer Processing

0.00 189,349 0 367,560 556,909 0.00 251,592 0 488,385 739,977
DP 73 - TEAMS Computer Processing

0.00 85,554 64,540 150,094 300,188 0.00 131,832 99,453 231,285 462,570
DP 696 - Data Network Fixed Cost Reduction

0.00 (12,187) (2,043) (10,535) (24,765) 0.00 (12,712) (2,145) (10,988) (25,845)
DP 698 - Rent Reduction - Use of Capitol Land Grant

0.00 (18,980) (15,730) (13,844) (48,554) 0.00 (19,045) (15,783) (13,892) (48,720)
DP 699 - Vacancy Savings at 4 Percent

0.00 (34,307) (12,012) (24,311) (70,630) 0.00 (34,458) (12,071) (24,422) (70,951)

Total Other Present Law Adjustments
0.00 $508,820 $39,755 $946,356  $1,494,931 0.00 $745,829 $74,454  $1,355189  $2,175,472

Grand Total All Present Law Adjustments $2,372,181 $2,824,579

Present Law Adjustments

The "Present Law Adjustments' table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to al agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 54 - TEAMS Fecility Maintenance Contract - The legislature approved $84,503 genera fund and $84,505 federa
funds for the biennium to increase funding for the existing The Economic Assistance Management System (TEAMYS)
contract and extend the contract beyond October 31, 2001.

DP 55 - MMIS Facility Maintenance Contract - The legislature approved $200,492 general fund and $601,477 federa
funds for the biennium to extend the existing facility maintenance contract for the Montana Medicaid Management
Information System (MMIYS).

DP 56 - CAPS Facility Maintenance Contract - The legislature approved $106,965 general fund and $98,737 federal
funds for the biennium for increases in the Child and Adult Protective Services System (CAPS) facility maintenance
contract for the 2003 biennium.

DP 57 - SEARCHS Facility Maintenance Contract - The legislature approved $145,517 general and federal funds for the
biennium to extend the existing System for the Enforcement and Recovery of Child Support (SEARCHS) facility
mai ntenance contract beyond October 31, 2001.
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DP 65 - Cost Allocation Plan Contract - The legislature approved $38,000 genera fund and $62,000 state special and
federal funding for the biennium for consulting services to assist the department in preparing a new public assistance cost
alocation plan.

DP 67 - CAPS Computer Processing - The legislature approved $248,575 general fund and $229,453 federal funds for
the biennium for increased mainframe usage for CAPS.

DP 70 - SEARCHS Computer Processing - The legislature approved $1.3 million general fund and federal funds for the
biennium for increased mainframe usage for SEARCHS.

DP 73 - TEAMS Computer Processing - The legidature approved $217,386 general fund and $545,372 state special
revenue and federal funds for the biennium for increased mainframe usage for TEAMS.

DP 696 - Data Network Fixed Cost Reduction - The legislature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at a level lower than that proposed
by the executive and used to develop the associated fixed cost budget requests. This adjustment removes the
corresponding fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capitol Land Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 425 - HB 124, Revise Loca Government Funding

09 0.00 1,044,768  (1,037,443) 0 7,325 0.00 1,070,319  (1,055,626) 0 14,693
DP 601 - Reduce General Fund Support - Operations & Technology Division

09 0.00 (375,000) 0 375,000 0 0.00 (375,000) 0 375,000 0
DP 602 - Reduce Genera Fund Support for SEARCHS

09 0.00 0 0 0 0 0.00 (549,000) 549,000 0 0
DP 603 - HB 64 Plan, Close Regional CSED Office/Fund SEARCH

09 0.00 (357,446) 357,446 0 0 0.00 (357,446) 357,446 0 0
DP 607 - Community Collaborative Project (IV-E)

09 0.00 (25,000) 0 (25,000) (50,000) 0.00 (25,000) 0 (25,000) (50,000)
DP 608 - Big Brothers/Big Sisters Increase

09 0.00 (25,000) 0 0 (25,000) 0.00 (25,000) 0 0 (25,000)
DP 623 — Shift Funding to Child Support Enforcement

09 0.00 (20,000) 0 0 (20,000) 0.00 (20,000) 0 0 (20,000)
DP 690 - Personal Services General Fund Reduction

09 0.00 (542,660) 0 0 (542,660) 0.00 (544,550) 0 0 (544,550)
DP 693 - Statewide Travel Reduction

09 0.00 (158,038) 0 0 (158,038) 0.00 (158,038) 0 0 (158,038)
DP 882 - TEAMS/VHSP Enhancement Reduction

09 0.00 (128,246) 0 (128,246) (256,492) 0.00 (128,246) 0 (128,246) (256,492)
DP 883 - TEAMS EBT Study OTO Reduction

09 0.00 (16,004) 0 (48,014) (64,018) 0.00 (16,004) 0 (48,014) (64,018)
DP 885 - Oracle License OTO

09 0.00 (60,000) 0 (60,000) (120,000) 0.00 (60,000) 0 (60,000) (120,000)

Total 0.00 ($652,626) ($679,997) $113,740  ($1,218,883) 0.00 ($1,177,965) ($149,180) $113,740  ($1,213,405)

New Proposals

DP 425 - HB 124, Revise Local Government Funding - HB 124, passed by the legislature, revised local government
funding and provided that public assistance and protective services programs be funded with general fund rather than
county funds. General fund support for this division was increased by $1,044,768 in fiscal 2002 and $1,070,319 in fiscal
2003 and state specia revenue from counties was reduced $1,037,443 in fiscal 2002 and $1,055,626 in fiscal 2003 due to
the provisions of HB 124

DP 601 - Reduce General Fund Support - Operations & Technology Division - The legislature approved a $375,000 per
year reduction in general fund support for the Operations and Technology Division. The general fund support for this
division as a percentage of total funding increased between the 2003 biennium budget request and the fiscal 2000 base
budget.

DP 602 - Reduce General Fund Support for SEARCHS - The legidature reduced general fund support for the SEARCHS
system costs by $549,000 in fiscal 2003 to reflect the availability of an equal amount of child support enforcement state
special revenue to fund SEARCHS facility maintenance contract costs in fiscal 2003.

DP 603 - HB 64 Plan, Close Regional CSED Office/Fund SEARCH - The legislature approved a portion of the Child
Support Enforcement Division's 15 percent reduction plan regarding closure of aregional CSED office. The legislature
provided $357,446 state specia revenue per year available due to the reduction in Child Support Enforcement Division
costs to the Operations and Technology Division to fund SEARCHS system costs, and removed an equal amount of
general fund.

DP 607 - Community Collaborative Project (IV-E) - The legislature removed $25,000 general fund and $25,000 federal
funds each year of the biennium from the Operations and Technology Division and provided this funding to the Child
and Family Services Division to fund 1.0 FTE for the Community Collaborative Project (1V-E).
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DP 608 - Big Brothers/Big Sisters Increase - The legislature removed $25,000 general fund each year of the biennium
from the Operations and Technology Division and provided this funding to the Child and Family Services Division to
fund an increase in the Big Brothers/Big Sisters program.

DP 623 - Shift Funding to Child Support Enforcement - The legislature approved a plan submitted by the department that
shifts funding between divisions to partially reinstate a reduction in FTE (approved by the legidature) in the Child
Support Enforcement Division.

DP 690 - Personal Services General Fund Reduction - The legislature reduced general fund personal services funding at
a level equivalent to the genera fund share of 1 percent of authorized FTE. The entire reduction was made to this
division, with the alowance that the agency could reallocate this reduction among divisions when developing 2003
biennium operating plans.

DP 693 - Statewide Travel Reduction - The legislature made a reduction in general fund each year equivaent to 15
percent of all general fund expenditures for travel in the fiscal 2000 budget base. The entire reduction was made to this
division, with the allowance that the agency could reallocate this reduction among divisions when developing 2003
biennium operating plans.

DP 882 - TEAMSVHSP Enhancement Reduction - The legisature approved a reduction of $512,984, including
$256,492 general fund, to reflect a reduction in The Economic Assistance Management System (TEAMS)/Virtual
Human Service Pavilion (VHSP) enhancements activity.

DP 883 - TEAMS EBT Study OTO Reduction - The legislature approved a reduction of $128,036, including $32,008
general fund, to decrease the base expenditures by the amount used for a one-time study for Electronic Benefits Transfer
(EBT).

DP 885 - Oracle License OTO - The legislature approved a reduction of $240,000, including $120,000 genera fund, to
remove from the base the Oracle license funding that is now alternatively provided within the data network rate.

Language

Item [Operations and Technology Division] includes increases of $1,044,768 of genera fund in fiscal 2002 and of
$1,070,319 of general fund in fiscal 2003 and reductions of $1,037,443 of state specia revenue in fiscal 2002 and
$1,055,626 of state special revenue in fiscal 2003 that are contingent upon passage and approval of HB 124.

Item [Operations and Technology Division] includes a reduction of general fund of $158,038 in fisca 2002 and
$158,038 in fiscal 2003. This reduction is the equivalent of a 15 percent reduction in fiscal 2000 base budget travel
expenses. The department may reallocate this reduction in funding among divisions when developing 2003 biennium
operating plans.

Item [Operations and Technology Division] includes a reduction of $542,660 general fund in fiscal 2002, and $544,550
general fund in fiscal 2003. The department may reallocate this reduction in funding among divisions when developing
2003 biennium operating plans. The Office of Budget and Program Planning shall provide a report that details
reallocation to the Legidlative Finance Committee by October 15 of each fiscal year.

The department shall make every effort to achieve an unqualified opinion in the financial compliance audit issued by the
Legidative Audit Division for the 2 years ending June 30, 2003. The legislature expects the department to take action to
ensure that this achievement occurs, including exempting the fiscal bureau from vacancy savings requirements,
exempting the fiscal bureau from reductions in staffing, establishing clear and appropriate fiscal policies and processes,
and any other management actions that may reasonably be expected to result in the achievement of an unqualified audit
opinion.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 607.20 20.00 0.50 627.70 20.00 0.50 627.70 627.70]
Personal Services 21,426,688 157,540 73,549 21,657,777 279,755 73,813 21,780,256 43,438,033
Operating Expenses 5,067,882 535,182 0 5,603,064 677,357 0 5,745,239 11,348,303|
Equipment 35,047 0 0 35,047 0 0 35,047 70,094
Grants 0 0 0 0 0 0 0 0
Benefits & Claims 65,476,036 3,605,479 7,630,305 76,711,820 3,750,581 5,400,788 74,627,405 151,339,225,
Transfers 0 0 0 0 0 0 0 0
Debt Service 55,797 0 0 55,797 0 0 55,797 111,594
Total Costs $92,061,450 $4,298,201 $7,703,854  $104,063,505 $4,707,693 $5,474,601  $102,243,744 $206,307,249|
Genera Fund 41,387,750 1,336,813 2,327,453 45,052,016 1,545,257 3,126,573 46,059,580 91,111,596‘
State/Other Special 97,368 (14) 0 97,354 (14) 0 97,354 194,708
Federal Specia 50,576,332 2,961,402 5,376,401 58,914,135 3,162,450 2,348,028 56,086,810 115,000,945,
Total Funds $92,061,450 $4,298,201 $7,703,854  $104,063,505 $4,707,693 $5,474,601  $102,243,744 $206,307,249]

Program Description

Disability Services Division assists Montanans with disabilities in living, working, and participating in their
communities. The division provides or contracts for institutional care, residential services, home-based services to
families, case management, and a variety of employment outcome-related services. These services include counseling
and guidance, career training, transportation, adaptive equipment, orientation and mobility services to the blind,
vocational rehabilitation training, independent living services, medical services, job placement, and supported
employment. Disability Services Division is responsible for medical adjudication of all claims for Social Security
Disability and Supplemental Security Income. The division is responsible for the state institutions in Glendive-the
Eastmont Human Services Center, and Boulder-the Montana Developmenta Center.

The Developmental Disabilities Planning and Advisory Council (DDPAC) is administratively attached.

Vocational rehabilitation serves individuals with orthopedic, mental, visual, hearing, brain, and other disabilities.
Developmentally disabled include individuals with mental retardation, epilepsy, autism, or other neurological conditions
that require treatment similar to those required by someone with mental retardation. The developmental disability must
have originated before age 18 and have resulted in a substantial handicap for indefinite duration. Statutory authority for
the program is provided in Title 53, MCA, 29 U.S.C. 721 et. seq., 2 U.S.C. 75, 72 U.S.C. 1300, 42 CFR 441, and 34
CRF Part 303.

Program Narrative

The Disability Services Division (DSD) is responsible for three major program functions which are: 1) provision of
services to developmentally disabled individuals; 2) provision of vocational rehabilitation services; and 3) administration
of social security disability determinations. As illustrated in Table 29, community and institutional services for
developmentally disabled individuals comprise 80 percent of the funding for the division. Vocational rehabilitation
services and disability determination, combined with developmental disability program administration, comprise 11.7
percent and 4.4 percent of the funding for the division, respectively.
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Table 29
Disability Services Division
Summary of Mgjor Program Functions with Funding

Fiscal 2000 Fiscal 2002 Fiscal 2003 Percent of
Function Gen. Fund SSR Federal Total Funds | Gen. Fund SSR Federal Total Funds Gen. Fund SSR Federal Total Funds  Division Tota
Community Svcs - Dev. Disabled $22,754,563 $45,228 $35,445,478 $58,245,269 $25,905,377 $45,214 $42,905,899 $68,856,490 $26,743,886 $45,214 $39,686,495 $66,475,595 65.0%
Ingtitutional Svcs - Dev. Disabled 15,030,937 52,140 0 15,083,077 15,326,704 52,140 0 15,378,844 15,405,929 52,140 0 15,458,069 15.1%
Vocational Rehabilitation 2,911,446 0 8,073,740 10,985,186 3,090,555 0 8,563,597 11,654,152 3,178,454 0 8,776,722 11,955,176 11.7%
Vocational Rehabilitation - Admin 690,804 0 3,050,764 3,741,568 704,380 0 3,103,224 3,807,604 706,311 0 3,110,361 3,816,672 3.7%
Dev. Disabilities Admin, Disability
Determination and DDPAC 0 0 4,006,350 4,006,350 0 0 4,341,415 4,341,415 0 0 4,513,232 4,513,232 4.4%
Donated Dental 0 0 0 0 25,000 0 0 25,000 25,000 0 0 25,000 0.0%
Total $41,387,750 $97,368 $50,576,332 $92,061,450 | $45,052,016 $97,354 $58,914,135 $104,063,505 $46,059,580 $97,354 $56,086,810 $102,243,744 100.0%
Percent of Total 45.0% 0.1% 54.9% 100.0% 43.3% 0.1% 56.6% 100.0% 45.0% 0.1% 54.9% 100.0%
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Sixty-five percent of the division's funding supports community services and 15.1 percent supports ingtitutional services
for developmentally disabled individuals. Table 30 summarizes the total costs, cost per person, and costs per day of care
for Eastmont Human Services Center (EHSC) and the Montana Developmental Center (MDC), the two institutions
administered by DSD. The average costs per person at EHSC increases 29.3 percent from $80,090 to $103,593 between
fiscal 2000 and fiscal 2002 while the average cost per person at MDC increases from $134,748 to $144,100 or 6.9
percent during the same time period. The increase in the costs per person at EHSC is due primarily due to the fact that
the population is declining at a more rapid rate than costs. Total annual costs for EHSC decline approximately $300,000
between fiscal 2000 and fiscal 2002 while the population declines from 47 to 33 individuals.

Challenges and Priorities Table 30
The Disability Services Division faces significant Developmental Disabilities Division
programmatic challenges surrounding the design and Summary of Institional Costs
provision of services to the developmentally disabled. —
. P . . 1SC 1SC 1SCi
Sever_al_ significant f_actors are exerting sometimes- Base Request Request
conflicting pressure in the developmental disabilities | Eastmont Human Services Center
arena. Among the external factors impacting provision of
services to the developmentally disabled are: 1) TravisD., | F'E 97.43 97.43 97.43
a pendl ng Ia/vwlt f||ed by the Montana Advocmy Direct Care $1,232,783 $1,599,207 $1,616,183
Program (MAP); 2) the U.S. Supreme Court decision in | Non Direct Care 2,524,798 1,812,685 1,826,832
the Olmstead v L.C. case; 3) the findings of a Health Care | mAPIawsuit 6,663 6,663 6,663
Financing Administration (HCFA) review of services | Total costst $3,764,244  $3,418555  $3,449,678
provi ded under t.he Home and Communlt)_/ Based S_erwces Etimated Average Population 47 3 3
Walvgr (HCBS)’ and 4) community provi der Staffmg and Annual Costs Per Person $80,090 $103,593 $104,536
wage issues.
Annual Days of Care 17,155 12,045 12,045
. . . ™" Average Costs Per Day of Care $219 $284 $286
As the legislature reviewed the budget for the Disability | pecent increase 20 3% 0.9%
Services Division, Developmental Disabilities Programs,
prioritization of funding focused on the following: Montana Developmental Center
?? Direct care worker wages FTE 296.6 316.6 316.6
?? Community providers and the availability and | MDCDirect Care $40,478  $1,419,983  $1,420,156
strengthening of the community placement MDC Non Direct Care 11,278,355 10,540,349 10,588,278
infrastructure Total Costs* $11,318,833 $11,960,332  $12,139,758
?? Movement of individuals out of institutional settings | Estimated Average Population 84 83 83
?? Needs of individuals on the waiti ng list Annual Costs Per Person $134,748 $144,100 $146,262
?? Compliance with the requirements of the US | Annua Daysof Care 30,660 30,295 80,295
Supreme Court decision in the Olmstead case Q;’refaéﬁ Costs Per Day of Care $369 $:g5/ $1421/
. . E cent Increase .99 .59
?? Compliance with and changes necessitated by the ’ ’
findings of the HCFA review *Notes:
Does not include $44,719 expended for equipment that was one-time-only
: o . : iati debt service costs of $965,496 .
To support achievement of the priorities outlined in the appropriction nor debt service cosis o peryear
preceding paragraph, the legislature appropriated:

?? $3.1 million general fund and $3.0 million federal
funds to support increases in wages of direct care workers employed by community providers

?? $1.0 million general fund to be used by the division for provider rate increases, reductions in the waiting list, or
other items consistent with the priorities identified in the preceding paragraph

?? $2.8 million general fund to be used to support individuals in the institutions and for the purpose of movement of at
least 32 individuals to community settings

?? $4.0 federal funding in a biennial appropriation to support the efforts of the division to access additional federal
funds
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?? flexibility for the division to utilize funding to pursue refinancing efforts and system changes implementing the
priorities outlined in the preceding paragraph

Benefits

Table 31 summarizes the benefits budgeted for the DSD and shows that Medicaid related services for developmentally
disabled individuas increase from $33.6 million to $44.2 million in fiscal 2002 and $41.8 million in fiscal 2003. Fisca
2002 funding is higher than fiscal 2003 because it includes a $4.0 million biennia appropriation of additional federal
funding, which may be expended in either year of the biennium. General fund support for Medicaid related services for
developmentally disabled individuals increases from $9.5 million in fiscal 2000 to $12.3 and $13.2 million in fiscal 2002
and 2003, respectively. The items comprising the increased general and federal funds for benefits for the
developmentally disabled are listed in the preceding paragraph.

Vocational Rehabilitation benefits increase from $5.2 million in fiscal 2000 to $5.8 and $6.1 million in fiscal 2002 and

2003, respectively. General fund support for Vocational Rehabilitation benefits increases approximately $80,000 per
year. The mgjority of the funding increaseisin federal funds.
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Table 31
Disability Services Division
Summary of Benefit and Grant Programs by Fund Source
Fiscal 2000 Actual Fiscal 2002 Appropriation Fiscal 2003 Appropriation
General Federal Total General Federal Total Genera Federal Total

Program Fund SSR Funds Funds Fund SSR Funds Funds Fund SSR Funds Funds
Benefits

Vocational Rehabilitation $1,098,100 $0 $4,139,544 $5,237,644 $1,261,137 $0 $4,588,426 $5,849,563 $1,348,166 $0 $4,798,245 $6,146,411

Visua Services (Medical) 85,738 0 0 85,738 85,738 0 0 85,738 85,738 0 0 85,738

Independent Living 14,447 0 208,366 222,813 20,697 0 208,366 229,063 19,365 0 209,698 229,063

Blind/Low Vision 566,242 0 2,092,172 2,658,414 566,242 0 2,092,172 2,658,414 566,242 0 2,092,172 2,658,414

Supported Employment 2,284 0 301,594 303,878 2,284 0 301,594 303,878 2,284 0 301,594 303,878

Indep. Living Part B 255,825 0 243,627 499,452 255,825 0 243,627 499,452 255,825 0 243,627 499,452

Migrant Worker 0 0 176,546 176,546 0 0 176,546 176,546 0 0 176,546 176,546

Extended Employment 809,281 0 0 809,281 809,281 0 0 809,281 809,281 0 0 809,281

Social Security Benefits 0 0 640,734 640,734 0 0 640,734 640,734 0 0 640,734 640,734

DD Medicad 9,509,260 0 24,132,459 33,641,719 12,354,856 0 31,871,155 44,226,011 13,188,551 0 28,646,680 41,835,231

DD Part C 3,747,814 0 1,611,881 5,359,695 3,747,814 0 1,611,881 5,359,695 3,748,035 0 1,611,660 5,359,695

DD GF/Title XX 7,485,577 0 6,734,799 14,220,376 7,785,577 0 6,434,799 14,220,376 7,785,577 0 6,434,799 14,220,376

Targeted Case Managmt. 571,100 0 806,023 1,377,123 561,901 0 815,222 1,377,123 560,345 0 816,778 1,377,123

Disability Determination 0 0 74,157 74,157 0 0 82,480 82,480 0 0 91,997 91,997

DDPAC 0 0 168,466 168,466 0 0 168,466 168,466 0 0 168,466 168,466

Donated Dental 0 0 0 0 25,000 0 0 25,000 25,000 0 0 25,000
Total Benefits $24,145,668 $0  $41,330,368  $65,476,036 | $27,476,352 $0 $49,235,468  $76,711,820 $28,394,409 $0 $46,232,996  $74,627,405

PUBLIC HEALTH & HUMAN SERVICES B-101 DISABILITY SERVICESDIVISION



PUBLIC HEALTH & HUMAN SERVICES 10-DISABILITY SERVICESDIVISION

Olmstead

In June 1999 the U.S. Supreme Court issued its decision in the Olmstead v. L.C. case. The Olmstead case was brought
by two Georgia women whose disabilities included mental retardation and mental illness, and who lived in state run
ingtitutions at the time the suit was filed despite treatment professionals' determination that they could be appropriately
served in a community setting. The plaintiffs asserted that continued institutionalization was a violation of their right
under the Americans with Disabilities Act (ADA) to live in the most integrated setting appropriate. The U.S. Supreme
Court responded to the fundamental question of whether it is discrimination to deny people with disabilities services in
the most integrated setting appropriate. Based upon the Olmstead decision, states are required to provide community
based services for persons with disabilities who would otherwise be entitled to institutional services when: 1) the state's
treatment professionals determine that such placement is appropriate; 2) the affected persons do not oppose such
treatments; and 3) the placement can be reasonably accommodated, taking into account the resources available to the
state and the needs of others who are receiving state supported disability services. The court cautions that nothing in the
ADA condones termination of institutional settings for persons unable to handle or benefit from community settings.

Under the ADA, states are obliged to make reasonable modifications in policies, practices, or procedures when the
modifications are necessary to avoid discrimination on the basis of disability unless the public entity can demonstrate
that making the modifications would fundamentally alter the nature of the service program or activity (28 CFR
35.130(b)(7)). The Supreme Court indicated that the test as to whether a modification entails fundamental alteration of a
program takes into account three factors: 1) the cost of providing services to the individual in the most integrated setting
appropriate; 2) the resources available to the state; and 3) how the provision of services affects the ability of the state to
meet the needs of others with disabilities. The courts suggests that a state could establish compliance with the ADA if it
demonstrates that it has: 1) a comprehensive, effectively working plan for placing qualified persons with disabilities in
less restrictive settings; and 2) a waiting list that moves at a reasonable pace not controlled by the state's endeavors to
keep itsingtitutions fully populated.

A federal district court in Pennsylvania rejected the argument that the U.S. Supreme Court decision in Olmstead confers
on ingtitutionalized individuals the right to remain in a large, state operated facility. In Richard C. v. Houstons the
federal district court confirmed that nothing in the Olmstead ruling precludes a state from closing or downsizing an
ingtitution or placing individual residents into the community. The ADA does not confer on individuals or parents and
guardians the right to veto such actions.

The division isin the process of developing a plan for compliance with the requirements of the Olmstead decision. The
division expects to have their Olmstead compliance plan written by June 2001.

HCFA Review
In September 2000, federa staff from the Denver regiona office of HCFA completed a review of services provided to
the developmentally disabled under the Home and Community Based Services (HCBS) Waiver administered by the
DSD. Thefindings of the review included:
?? The provider selection process utilized to select waiver service providers violates freedom of choice for providers
?? HCFA officias observed situations that may compromise the health and welfare of clients
?? The waiver amendment for services the division refers to as "community supports' has not been approved by
HCFA even though the division has begun providing and billing for services under this waiver amendment
?? Direction that the divison should discontinue expansion of waiver services for adults. This restriction has been
modified and waiver services for adults may be expanded, except a two provider sites where HCFA officials
identified client health and welfare issues

HCFA officials issued a draft report of their findings in February 2001. The department’s response to HCFA, dated
March 23, 2001, indicates that the department concurs with the majority of the findings and recommendations of the
HCFA review and provides information regarding the department’s plan for corrective actions to be taken to achieve
compliance with HCFA requirements. The department did not concur with findings that: 1) family members providing
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respite services should have a signed provider agreement; 2) the community supports program was created without prior
approval from HCFA; and 3) the state should amend Administrative Rules of Montana related to the use of chemica

restraints (i.e. psychotropic drugs).

Table 32
Disahility Services Division Funding
Fiscal 2000 Legidative Appropriations Percent
Fund Source Actud Fiscal 2002 Fiscal 2003  of Total
General Fund $41,387,750 $45,052,016 $46,059,580 45.0%
Percent of Total 45.0% 43.3% 45.0%
State Specia Revenue
MDC Vocationa $48,674 $48,674 $48,674 0.0%
DDP Conference 45,228 45,214 45,214 0.0%
Donated Funds - MDC 2,433 2,433 2,433 0.0%
Donations - Eastmont 1,033 1,033 1,033 0.0%
Subtotal State Special Revenue $97,368 $97,354 $97,354 0.1%
Percent of Total 0.1% 0.1% 0.1%
Federal Funds
Medicaid Benefits $24,870,545 $32,617,584 $29,394,665 28.7%
Rehab Section 110A 8,972,256 9,542,878 9,763,148 9.5%
Title XX - Social Services Block Grnt 6,725,243 6,434,799 6,434,799 6.3%
Disability Determination 3,604,777 3,953,523 4,124,693 4.0%
Cost Allocation 2,169,872 2,117,198 2,120,669 2.1%
Part H Early Intervention 1,611,832 1,611,881 1,611,660 1.6%
Socia Security Trust Funds 640,743 640,734 640,734 0.6%
Mon Tech 500,778 500,659 500,659 0.5%
DDPAC Administration 401,573 411,000 411,749 0.4%
VI-C Supported Employment 301,594 301,594 301,594 0.3%
Independent Living 292,437 297,113 297,268 0.3%
Independent Living Older Blind 215,685 215,319 215,319 0.2%
Handicapped Migrant 176,546 176,546 176,546 0.2%
Medicaid Administration 67,986 68,842 68,842 0.1%
Inservice Training 24,465 24,465 24,465 0.0%
Subtotal Federal Funds $50,576,332 $58,914,135 $56,086,810 54.9%
Percent of Total 54.9% 56.6% 54.9%
Total Funds $92.061.450 $104.063.505 $102.243.744  100.0%
Increase Above Base 13.0% 11.1%
Annual Rate of Change from Base 6.3% 3.6%

Funding
The Disability Services Division (DSD) is
funded primarily with a combination of
general fund and federal funds. Genera
fund provides 45.0 percent of the division's
funding and federal funds provide 54.9
percent of the division's funding (Table
32). A small amount of funding (less than
$100,000 annually) is aso received from
state specia revenue sources. Sources of
federal fundsinclude:

?? Medicaid

?? Rehabilitation Grants

?? Title XX - Socia Services Block

Grant (SSBG)
?? The Sociad Security Disability
Determination program

7
The Montana Development Center (MDC)
and Eastmont Human Services Center
(EHSC) are funded with general fund.
Eligible services are billed to the Medicaid
program and the Medicaid reimbursement
received is deposited into the general fund.

Community services for the
developmentally disabled are funded by a
combination of general fund, state specia
revenue, and federal funds. Sources of
federal funding for Developmentally
Disabled Services include the Medicaid
Home and Community Based Waiver
(HCBS) and Title XX, Socia Services

Block Grant. Funding for Title XX has been declining. Montana has maintained Title XX funding for DSD at a
consistent level by transferring $1.3 million annually from TANF to Title XX.

Vocational Rehabilitation Services are funded with a combination of general fund and federal funds and Disability

Determination Services are funded 100 percent with federal funds.
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federal Total State Federa Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services (318,105) (195,493)
Vacancy Savings (567,202) (570,880)
Inflation/Deflation 40,261 37,168
Fixed Costs 11,956 14,025
Total Statewide Present Law Adjustments ($833,090) ($715,180)
DP 7 - EHSC Base Adjustment For Reduced Population
0.00 44,408 0 0 44,408 0.00 57,190 0 0 57,190
DP 22 - DDS Base Adjustment
0.00 0 0 265,038 265,038 0.00 0 0 425,886 425,886
DP 30 - Annualize/Provide For Tuition Increase
0.00 57,154 0 211,178 268,332 0.00 86,034 0 317,883 403,917
DP 31 - Annualize Direct Care Wage Increase
0.00 455,177 0 454,823 910,000 0.00 454,303 0 455,697 910,000
DP 33 - Annualize DSD Provider Rate Increase
0.00 308,431 0 251,529 559,960 0.00 308,120 0 251,840 559,960
DP 45 - Movement From Institutions To Communities
0.00 485,060 0 1,303,510 1,788,570 0.00 482,556 0 1,306,014 1,788,570
DP 46 - Annudize VR Caseload Increase
0.00 14,440 0 53,354 67,794 0.00 14,440 0 53,354 67,794
DP 66 - Maximum Institutional Population Target
20.00 1,400,277 0 0 1,400,277 20.00 1,400,224 0 0 1,400,224
DP 68 - Annualize DSD Base Y ear Increases
0.00 31,976 0 78,831 110,807 0.00 27,093 0 67,395 94,488
DP 71 - Independent Living Older Blind Base
0.00 6,250 0 0 6,250 0.00 6,250 0 0 6,250
DP 696 - Data Network Fixed Cost Reduction
0.00 (664) (24) (1,267) (1,945) 0.00 (664) (14) (1,267) (1,945)
DP 698 - Rent Reduction - Use of Capital Lange Grant
0.00 (2,512) 0 (6,211) (8,723) 0.00 (2,521) 0 (6,233) (8,754)
DP 699 - Vacancy Savings at 4 Percent
0.00 (196,730) 0 (82,747) (279,477) 0.00 (197,619) 0 (83,088) (280,707)
Total Other Present Law Adjustments
20.00 $2,603,267 ($14) $2,528,038 $5,131,291 20.00  $2,635,406 ($14) $2,787,481 $5,422,873
Grand Total All Present Law Adjustments $4,298,201 $4,707,693

Present Law Adjustments

The "Present Law Adjustments’ table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to al agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 7 - EHSC Base Adjustment For Reduced Population - The legislature approved $101,598 general fund for the
biennium for costs adjustments at Eastmont Human Services Center. Decreases in operational costs resulting from
movement of 12 individuals from EHSC to community services are offset by increases for overtime, differential pay, and
holidays worked.

DP 22 - DDS Base Adjustment - The legislature approved $690,924 in federal funds for the biennium to fund a projected
10 percent increase in the level of services provided by the Disability Determination Services Program. These funds will
cover costs associated with staff overtime, a contract to provide on-the-job training for two individuals with
developmental disabilities, increased need for medical consultants, rental of additional office space, and an increase in
reimbursement costs for claimants required to travel to examinations.

DP 30 - Annualize/Provide For Tuition Increase - The legislature approved $143,188 genera fund and $529,061 federa
funds for the biennium to annualize funding of the fiscal 2001 4.0 percent increase in tuition costs approved by the 1999
legidlature and to fund an anticipated increase of 4.0 percent in tuition costs for each year of the 2003 biennium.
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DP 31 - Annualize Direct Care Wage Increase - The legislature approved $909,480 general fund and $910,520 federal
funds for the biennium to annualize the direct care salary increase authorized by the 1999 legidlature into the fiscal 2003
biennium budget.

DP 33 - Annualize DSD Provider Rate Increase - The legisature approved $616,551 in general fund and $503,369
federal funds for the biennium to annualize the cost of the 1.0 percent rate increase authorized by the 1999 legislature
into the 2003 biennium budget for providers of vocational rehabilitation (VR) and developmental disability (DDP)
Services.

DP 45 - Movement From Institutions To Communities - The legislature approved $967,616 genera fund and $2,609,524
federal funds for the biennium to continue funding services for the 32 individuals that were placed into community
services from the Montana Developmental Center and Eastmont Human Services Center during the 2001 biennium.

DP 46 - Annualize VR Caseload Increase - The legislature approved $28,880 general fund and $106,708 federal funds
for the biennium to continue funding for client benefits and administrative costs that were authorized by the 1999
legislature. The fiscal 2000 base does not include a full year of costs because the two counselor positions were not filled
until midway through the year and projected caseload increases will increase benefit costs.

DP 66 - Maximum Institutional Population Target - The legislature approved $2.8 million general fund for the biennium
to fund services for the developmentally disabled. The department is to move 32 individuals from institutional settings
to community settings during the 2003 biennium and the population of individuals served in institutional settings at the
end of the 2003 biennium isto be no more than 88 individuals. Thisisaone-time-only appropriation.

DP 68 - Annualize DSD Base Year Increases - The legisature approved $59,069 general fund and $146,226 federal
funds for the biennium to fund increased rent costs and moving expenses for the field offices.

DP 71 - Independent Living Older Blind Base - The legislature approved $12,500 general fund for the biennium to cover
the state match needed for the Independent Living Older Blind grant. The federal fiscal 2000 grant award of $205,000
requires genera fund match of 10.9 percent. The purpose of this grant is to assist elderly who are blind or visually
impaired with services or adaptive equipment necessary to assist them in continuing to live in their homes.

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at a level lower than that proposed
by the executive and used to develop the associated fixed cost budget requests. This adjustment removes the
corresponding fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capital Lange Grant - The legislature approved using the Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 112 - DDP Federal Authority

10 0.00 0 0 4,000,000 4,000,000 0.00 0 0 0 0
DP 113 - DDS Workload increase

10 2.00 0 0 79,201 79,201 2.00 0 0 79,481 79,481
DP 119 - DD Provider Wage Parity

10 0.00 777,101 0 748,637 1,525,738 0.00 2,321,216 0 2,248,904 4,570,120
DP 128 - VR Provider Rate Increase

10 0.00 56,792 0 100,712 157,504 0.00 114,941 0 203,826 318,767
DP 604 - Developmental Disability Program Funding

10 0.00 500,000 0 0 500,000 0.00 500,000 0 0 500,000
DP 605 - General Fund Decrease - Revised Federal Match Rate

10 0.00 (60,000) 0 0 (60,000) 0.00 (213,000) 0 0 (213,000)
DP 606 - Donated Dental Services

10 0.00 25,000 0 0 25,000 0.00 25,000 0 0 25,000
DP 623 - Shift Funding to Child Support Enforcement

10 0.00 (40,000) 0 0 (40,000) 0.00 (40,000) 0 0 (40,000)
DP 624 - Funding Shift - General Fund/Title XX

10 0.00 300,000 0 (300,000) 0 0.00 300,000 0 (300,000) 0
DP 626 - Direct Care Worker Wage Parity - Additional

10 0.00 774,212 0 747,851 1,522,063 0.00 75,119 0 68,375 143,494
DP 627 - Direct Care Worker Wage Parity - Additional FY 03

10 0.00 0 0 0 0 0.00 48,965 0 47,442 96,407
DP 689 - FTE Reduction

10 (1.50) (5,652) 0 0 (5,652) (1.50) (5,668) 0 0 (5,668)

Total 0.50 $2,327,453 $0 $5,376,401 $7,703,854 0.50 $3,126,573 $0 $2,348,028 $5,474,601

New Proposals

DP 112 - DDP Federa Authority - The legislature approved $4.0 million federal funds as a biennial appropriation, so
that the Developmental Disabilities Program (DDP) may pursue additional federal revenue.

DP 113 - DDS Workload Increase - The legislature approved $158,682 federa funds for the biennium to fund an
additional 2.0 FTE disability claims managers in the Disability Determination Services Program. These positions would
be used to process a projected increase in workload of 1,000 cases each year of the 2003 biennium.

DP 119 - DD Provider Wage Parity - The legislature approved approximately $3.1 million general fund and $3.0 million
federal funds to increase wages and benefits for direct service staff working in private nonprofit corporations. This
represents an increase of 4.6 percent in fiscal 2002 and an additional 9.3 percent increasein fiscal 2003.

DP 128 - VR Provider Rate Increase - The legislature approved $171,733 general fund and $304,538 federa funds for
the biennium to fund a 2.7 percent per year provider rate increase for providers of vocational rehabilitation services.

DP 604 - Developmental Disability Program Funding - The legislature approved additional funding of $500,000 general
fund each year of the biennium. The legidature approved the department plan to use this funding to: 1) provide a 1.0
percent provider rate increase in the first year of the biennium; 2) offset a base reduction for a change in the Medicaid
matching rate; and 3) reduce the developmental disabilities program waiting list by approximately 11 individuals.

DP 605 - General Fund Decrease - Revised Federal Match Rate - The legidature reduced general fund in the
Developmental Disabilities Program by $273,000 for the biennium to reflect an increase in the federal medica
participation rate (FMAP) and corresponding decrease in general fund match requirements.

DP 606 - Donated Dental Services - The legidature approved $50,000 general fund for the biennium to continue support
for the donated dental service program.
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DP 623 - Shift Funding to Child Support Enforcement - The legislature approved a plan submitted by the department that
snifts general fund from various divisions to the Child Support Enforcement Division to partially reinstate a reduction in
FTE approved by the legislature.

DP 624 - Funding Shift - General Fund/Title XX - The legislature approved shifting $300,000 per year general fund from
the Senior and Long Term Care Division to the Disability Services Division and shifting $300,000 per year federa Title
XX funds from the Disabilities Services Division to the Senior and Long Term Care Division.

DP 626 - Direct Care Worker Wage Parity - Additional - The legislature provided an additional $849,331 genera fund
and $816,226 federal matching funds, to the Disability Services Division to increase funding for direct care workers
employed by community providers of services to the developmentally disabled. The legislature obtained the additional
general fund provided to the Disability Services Division by removing funding for implementation of elimination of the
Medicaid asset test.

DP 627 - Direct Care Worker Wage Parity - Additional FY03 - The legidature increased the fiscal 2003 funding for
increased wages to direct care workers of community providers of services to developmentally disabled individuals by
$48,965 genera fund and $47,442 federa funds.

DP 689 - FTE Reduction - The legidature reduced FTE for al positions vacant for over seven months. Funds were not
reduced for the 2003 biennium, but the eliminated positions are not to be funded in the present law base budget
submitted for the 2005 biennium.

Language
The Developmental Disability Program is directed to use existing general fund appropriations within the developmental
disahilities program budget to refinance services, if possible. General fund money made available through refinancing
efforts may be used to:

1. reducethe Developmental Disability Program waiting list;

2. improve wages paid by community providers to direct care workers;

3. fund aprovider rate increase to community services providers; and

4. fund existing plans of care for individuals waiting for residential services.

The developmental disabilities program will report to the Legidlative Fiscal Division semiannually in January and July:
1. theamount of general fund money that was made available through refinancing efforts;
2. theamount, scope, and nature of services provided by funds made available through refinancing;
3. the number of consumers, providers, and direct care worker staff benefiting from initiatives funded through
refinancing efforts; and
4. the amount of additional state special and federal funds obtained through refinancing efforts.

Item [Disability Services Division] includes $3,996,613 general fund and $3,861,208 in federal funds to begin
equalization of wages paid to direct care workers employed by developmental disability community providers with direct
care worker wages paid to employees at Eastmont Human Services Center and the Montana Devel opmental Center.

The Disability Services Division shall complete a report on the impact that applying income criteria to determine
eligibility for Developmental Disabilities Program services and benefits would have on individuals, the waiting list for
services, and the budget for the Developmental Disabilities Program. The report must be presented to the Legidative
Finance Committee by June 30, 2002. The report to the Legidative Finance Committee should include by age group (0O-
3, 4-5, 6-18, 18-21, and over 21 years of age) and by residential setting (recipient home, group home, institution, etc.):
1. the number of nonmedicaid-eligible recipients and the value of services, by funding source, provided to
individuals and families with income at or below 200 percent of the federal poverty level; and
2. the number of nonmedicaid-éligible recipients and the value of services, by funding source, provided to
individuals and families with income at or below 150 percent of the federal poverty level.
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The fiscal 003 funds in item [Disability Services Division] may not be expended until the report has been presented to
the Legidative Finance Committee.

Included in item [Movement from Institutions to Community Settings (maximum institutional population target)] is
general fund of $1,400,277 in fiscal 2002 and $1,400,224 in fiscal 2003. This funding is one time only. The combined
population at the two institutions (Eastmont Human Services Center and Montana Developmental Center) may not
exceed 88 individuals at the end of the 2003 biennium. If the Disability Services Division has a population of more than
88 individuals at the two ingtitutions at the end of the 2003 biennium, the division shal certify that a community
residential setting was not available for the individuals remaining in the two institutions.

The department shall distribute funds in item [Direct Care Worker Wage Parity] in a way that provides reasonable
assurance that the funds are used solely for direct care wage and benefit increases. Not al providers or types of direct
care workers must receive the same rate increase for the biennium. Funds appropriated in item [Direct Care Worker
Wage Parity] may be used only for direct care worker wage increases. Fundsin item [Direct Care Worker Wage Parity]
may not be used to fund other programs. In the event that the department finds it necessary to institute program
reductions, it isthe intent of the legislature that fundsin item [Direct Care Worker Wage Parity] be the last eliminated.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 160.04 9.00 2.50 171.54 18.00 450 182.54 182.54
Personal Services 5,481,572 268,677 94,884 5,845,133 546,222 161,952 6,189,746 12,034,879
Operating Expenses 2,745,808 1,525,046 162,802 4,433,656 1,596,247 142,452 4,484,507 8,918,163
Equipment 39,141 27,983 12,500 79,624 27,983 7,500 74,624 154,248
Grants 6,243,240 (651,323) 808,534 6,400,451 (651,323) 775,657 6,367,574 12,768,025
Benefits & Claims 145,636,617 9,224,876 22,402,512 177,264,005 10,566,757 31,628,080 187,831,454 365,095,459
Transfers 0 0 0 0 0 0 0 0
Debt Service 4,403 0 0 4,403 0 0 4,403 8,806
Total Costs $160,150,781  $10,395259  $23481,232 $194,027,272  $12,085886  $32,715641 $204,952,308 $398,979,580)
Genera Fund 41,427,657 2,042,613 967,455 44,437,725 2,187,486 2,598,616 46,213,759 90,651,484
State/Other Special 2,790,322 208,868 4,779,034 7,778,224 395,639 5,743,356 8,929,317 16,707,541
Federal Specia 115,932,802 8,143,778 17,734,743 141,811,323 9,502,761 24,373,669 149,809,232 291,620,555,
Total Funds $160,150,781  $10,395,259  $23,481,232 $194,027,272  $12,085886  $32,715,641  $204,952,308 $398,979,580

Program Description

The Senior and Long-Term Care Division plans, administers, and provides publicly-funded long-term care services for
Montana's senior citizens and persons with physical disabilities. In addition, the division provides education and support
regarding aging and long-term care issues to Montanans of all ages. The division makes services available through six
major programs. 1) The Office on Aging oversees contracts with Area Agencies on Aging to provide medls,
transportation, public education, information and assistance, and other services. 2) The Medicaid Community Services
Program pays for in-home, assisted living, and other community-based services to Medicaid eligible individuals as an
alternative to nursing home care. 3) The Medicaid Nursing Facility Program pays for care to Medicaid eligible
individuals in Montanas 98 nursing homes. 4) Skilled nursing facility care is provided to veterans at the 90-bed
Montana Veterans Home (MVH) in Columbia Falls and the 80-bed Eastern Montana Veterans Home (EMVH) in
Glendive. 5) The State Supplemental Payments Program pays for a portion of the room and board costs for individuals
eligible for supplemental security income payments and residing in designated residential care facilities. 6) The Adult
Protective Services Program investigates abuse and neglect of the elderly and disabled and provides some support
benefits.

Biennium Budget Comparison

The Program Legidative Budget, Present Law Adjustment, and New Proposal tables all measure changes in the 2003
biennium appropriation compared to fiscal 2000 base budget expenditures. However, a significant proportion of the
present law adjustments for benefits and personal services costs in this program are related to incremental changes
between fiscal 2000 actual costs and fiscal 2001 appropriation increases. The fiscal 2001 appropriation, which is not
reflected in the Program Legislative Budget table, supports provider rates increases, growth in Medicaid caseloads,
expansion of the Medicaid funded community waiver services, and increases in adult protective services benefits.

Table 33 compares the 2003 biennium appropriation to the actual expenditures and appropriation for the 2001 biennium.
Table 33 does not include the 2003 biennium pay plan appropriation. The biennium-to-biennium increase is $67 million,
which is $11 million lower than the difference of the 2003 biennium appropriation compared only to the fiscal 2000 base
budget ($78 million).
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Table 33 Benefit cost increases account for 94 percent of the
2001 Biennium Compared to 2003 Biennium* expansion between the 2001 and 2003 biennia due to
Senior and Long-Term Care Division caseload growth, annudization of fiscal 2001
Percent provider rate increases, a new Medicaid
Budget Item/Fund 2001 Biennium 2003 Biennium Change of Total intergovernmental transfer program for nursi ng
FTE+ 130,54 18254 5200 homes,_ and provider rate and direct care quker
_ wage increases funded in the 2003 biennium.
Personal Services  $11,109.866  $12,034,879 $925,013 1.4% Operating costs rise 4 percent and grants increase a
Operating 6,335,654 8,918,163 2,582,509 3.8% .
Equipment 92,728 154,248 61,520 0.1% net of 1 percent Iargely due to areallocation of $0.9
Grants 11,985,988 12,768,025 782,037 1.2% | million from grant expenditures in the fiscal 2001
Benefits/C_Iaims 302,102,557 365,095,459 62,992,902 93.5% biennium to Operan ng costs in the 2003 biennium.
Debt Service 7.097 8,808 L709  00% | personal services increase 1 percent, due mostly to
Total Costs $331,633,800  $398,979,580  $67,345690 100.0% | the addition of a15-bed special care unit at MV H.
g?:’ d eFCLiJ;d %2'232'132 $€1’g'§g%’g48‘1‘ ﬁ’éﬁi’iﬁi 1;-23;0 The 2003 biennium increase is funded primarily with
FederinFunds 240578570 291620555  sl041085 7580 | federal funds ($51 million or 76 percent of the total
- increase). State special revenue rises $11 million
Total Funds $331,633800  $398,079580  $67.345690 1000% | from the 2001 to the 2003 biennium and general fund
Percent Increase 20% grows $5 million.
Wpriaﬁm for the 2003 biennium is not included.
*%2001 biennium FTE are the number funded for fiscal 2001. The remaining 2003 biennium appropriation
narrative is based on amounts included in tables that

compare the 2003 biennium request to the fiscal 2000
base. As noted previously, $11 million of the increase between the 2000 base budget and the 2003 biennium budget is
due to continuation of fiscal 2001 increases appropriated by the 1999 legidature. Present law adjustments include the
incremental increases between fiscal 2000 expenditures and the fiscal 2001 appropriation as well as anticipated changes
during the 2003 biennium.

Program Narrative

The 2003 biennium division budget is $78 million, including $8 million general fund, higher than the fiscal 2000 base
expenditure level. Present law adjustments add $22 million over the biennium and new proposals add $56 million.

The reduction in the state match rate for Medicaid benefit costs from fiscal 2000 through fiscal 2003 offsets general fund
increases of $3 million over the 2003 biennium. The total general fund cost of individual present law adjustments is $3
million higher than reflected in the Program Legidative Budget table because the decrease in the state matching rate was
included as a funding adjustment to the adjusted base budget rather than as a present law adjustment for legidative
consideration.

Sgnificant Budget Changes
The most significant adjustments approved by the legislature include:

?? $25 million, including $6.6 million general fund, for Medicaid service caseload and annualization of 2001
biennium provider rate increases to continue current level services
$19 million, including $3.5 million genera fund and $1.7 million state special revenue from interest on the tobacco
settlement trust fund, for 2003 biennium direct care worker wage and provider rate increases
$19 million for aMedicaid intergovernmental transfer program for county funded nursing homes
$11 million for one-time payments for Medicaid nursing services, funded with intergovernmental transfer revenue
$2.3 million total funds ($0.6 million general fund) and 0.5 FTE to expand the Medicaid Community Based Waiver
$2 million in federal authority to expand or refinance services funded with state funds
$1.5 million federal funds for an increase in the Older Americans Act grant
$1.5 million total funds, including $0.6 million in state specia revenue from tobacco taxes, and 18 FTE in fisca
2003 for anew special care unit, equipment and operating costs for the Montana veterans' homes
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?? $1 million, including $0.3 million of state specia revenue from Medicaid lien and estate recoveries, for
improvements in nursing home and community services

?? $0.4 million total funds, including $0.3 million of state special revenue from Medicaid lien and estate recoveries,
and 4.0 FTE in fiscal 2003 for adult protective services and social workers and guardianship services

?? A funding shift which reduced general fund by $0.6 million and increased federal Social Services Block Grant

funds for adult protective services
??

Funding

The Senior and Long-Term Care Division is funded primarily by federal funds - about 73 percent for the 2003 biennium.
General fund declines from 26 percent of base budget funding to 22.5 percent of the fiscal 2003 legislative appropriation.
State special revenue increases from 1.7 percent of fiscal 2000 costs to 4 percent of the fiscal 2003 appropriation.

Table 34
Senior and Long-Term Care Division Funding General fund payS the state maICh for
: a— _ Medicaid eligible costs, the majority of
Fiscal 2000 Legidlative Appropriation Percent . . .

Fund Source Actual Fiscal 2002 Fiscdl 2003 of Totdl protective services for adult and disabled

General Fund $41,427,657 $44,437,725 $46,213,759 22.5% perspr!s, and a portion _Of aging services
Percent of Total Funds 25.9% 22.9% 22.5% administrative and benefits costs.

State Special Revenue .
Intergovernmental Transfer $0 $3,699,460 $4272000  21% The largest source of state specia revenue
Private Ins/Medicaid Reimb. 1,842,743 2,036,178 2,169,635 1.1% ‘o
Cigarette Tax Revenue 947,579 1,000,008 1,054,440 0.5% _ County funds fOf M edl ca d
Tobacco Interest Constitutional Trust 0 703,779 1,015,108 0.5% intergovernmental transfer payments to
Over $600,000 Lien/Estate 0 323,799 403,044 0.2% : . :
Lien/Estate Recovery 0 10,000 10,000 0.0% nursing homes — is a new state special
Vets- Interest/Income Lease 0 5,000 5000  00% revenue source. Under the program,

Subtotal State Special Revenue $2,790,322 $7,778,224 $8,929,317 4.4% counties can transfer the matchi ng funds
Percent of Total Funds L.7% 4.0% 4% to DPHHS to draw down federal Medicaid

Federal Funds revenue to increase nursing home rates to
Medicaid Benefits $107,587,171 $131,890,134 $139,878249  68.2% th . allowabl fgd a limit. I
Aging Meals 2,395,708 2,520,100 2,520,545 1.2% € maximum allowable eral limit.
Aging Supplement and Training 1,491,560 2,350,876 2,312,453 1.1% all counties parti ci pate and contribute the
VetsV-A Reimbursement 1,366,762 1,450,318 1,583,148 0.8% .

Medicaid Administration 998,884 1,183,708 1,186,902 0.6% maximum allowable match of about $2.4
EmV|H \F/e:d Reimbursement gigﬁ 1@13223 124713'223 8-23;0 million, an additional $6.4 million of
erly ing X , X .3% . .

Social Services Block Grant 0 300,000 300,000 0.1% federal Medicaid matching fund§ Can be
Vets Domiciliary Care 159,491 191,459 191,898 0.1% drawn down each year of the biennium.
Health Info. Counseling 106,650 167,004 168,884 0.1% . . -
Preventive Health 78,806 80,398 80,398 0.0% The state will pay the entire $11 million
Ombudsman Activity 34,146 42,237 42,237 0.0% and counties will retan the County
Elder Abuse 10,066 23,660 23,660 0.0% . - .

NAPIS Training - 100% 1,966 (82,474) (43,374) 0.0% matching funds of $2.4 million with an
Alzheimer's Demonstration 192,125 (18,560) (148,060) -0.1% 11 illi i i
Frail Elderly 12,751 (10,275) (10,356) 0.0% wgltlgtnal $§]4 g;lllllon mf maiching tfurgﬁls

Subtotal Federal Funds $115,932,802 $141,811,323 $149809232  73.1% and return the ance o revenu? 0 the
Percent of Total Funds 72.4% 73.1% 73.1% state. The transfer revenue remitted by

counties to the state is appropriated to

Total Funds $160,150,781 $194,027,272 $204,952,308  100.0% .. S ;i

. fund additional Medicaid reimbursement

I Above B 21.2% 28.0% . .
riereese Above Base ’ ’ increases for nursing homes and health

Annual Rate of Change from Base 10.07% 8.57% . .

care related provider rate increases. The
legislature appropriated $2 million of the

intergovernmental transfer revenue from
county nursing homes each year of the biennium in the mental health Medicaid services administered by the Addictive
and Mental Disorders Division.

Private and insurance reimbursements and cigarette tax revenue (11.11 percent of total tax) support the two veterans
homes. There are three new state specia revenue funding sources included in the 2003 biennium appropriation: 1)
county intergovernmental transfer funds as previously noted; 2) lien and estate revenue collections; and 3) interest from
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the tobacco tax settlement trust fund, which was approved by voters in the November 2000 election. Lien and estate
revenue supports new adult protective services FTE and guardianship services, while the tobacco trust fund interest
income pays part of the state Medicaid match for provider rate increases. Lien and estate recoveries have been
appropriated to the Senior and Long-Term Care Division in the two previous biennia in language appropriations to
support one-time improvements in Medicaid services and have not been included in base budget costs.

Appropriation by Function and Major Service

Table 35 shows the fiscal 2000 base budget compared to the legislative appropriation by division function and major
service. Thefiscal 2003 appropriation rises at an annual rate of almost 9 percent above base budget expenditures.
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Table 35
Senior and Long-Term Care Division Base Budget Expenditures and 2003 Beinnium Appropriation by Major Function and Benefit
Fiscal 2000 Base Budget Fisca 2002 Legidative Appropriation Fiscal 2003 Legidative Appropriation
Function and Benefits General State Genera State General State Percent
and Grants Fund Specia Federal Tota Fund Specia Federa Total Fund Special Federa Total of Total
Division Administration $210,697 $111,684 $114,891 $437,272 $222,566 $119,858 $124,075 $466,499 $226,101 $120,814 $126,776 $473,691 0.2%
Medicaid Services 37,853,981 0 108,450,157 146,304,138 40,639,891 4,607,955 132,824,377 178,072,223 42,283,877 5,492,192 140,809,343 188,585,412 92.0%
Aging Services 1,896,886 0 4,921,835 6,818,721 2,274,400 10,000 5,697,601 7,982,001 2,397,435 10,000 5,570,736 7,978,171 3.9%
Veterans Homes 0 2,678,638 2,401,328 5,079,966 0 2,879,332 2,714,786 5,594,118 0 3,065,147 2,848,055 5,913,202 2.9%
Adult Protective Srves 1,466,093 0 44,591 1,510,684 1,300,868 161,079 450,484 1,912,431 1,306,346 241,164 454,322 2,001,832 1.0%
Total Division $41,427,657  $2,790,322  $115932,802  $160,150,781 | $44,437,725  $7,778224  $141,811,323  $194,027,272 $46,213,759  $8,929,317  $149,809,232 $204,952,308  100.0%
Percent of Total 25.9% 1.7% 72.4% 100.0%) 22.9% 4.0% 73.1% 100.0%) 22.5% 4.4% 73.1% 100.0%
Compounded Annual Rate of Change from Fiscal 2000 Base 3.6% 67.0% 10.6% 10.1% 3.7% 47.4% 8.9% 8.6%
Benefits
Medicaid
Nursing Homes* $28,224,661 $0 $70,543,680 $98,768,341 | $27,940,976  $4,526,595 $87,257,728  $119,725,299 $28,698,608  $5,411,252 $92,353,621 $126,463,481 61.7%
Home Based Services 5,112,868 0 13,233,607 18,346,475 6,719,679 0 18,057,898 24,777,577 7,298,781 0 19,753,781 27,052,562 13.2%
Waiver Services 3,853,334 0 9,999,647 13,852,981 5,559,771 0 14,940,859 20,500,630 5,865,192 0 15,873,846 21,739,038 10.6%
Ingtitutions 0 0 13,849,204 13,849,204 0 0 11,188,837 11,188,837 0 0 11,449,343 11,449,343 5.6%
State Supplement 803,000 0 0 803,000 878,953 0 0 878,953 934,321 0 0 934,321 0.5%
Protective Services 16,616 0 0 16,616 192,709 0 0 192,709 192,709 0 0 192,709 0.1%
Subtotal Benefits $38,010,479 $(=) $107,626,138  $145,636,617 $41,292,088 $4,526,595  $131,445322  $177,264,005 $42,989,612  $5,411,252 $139,430,590 $187,831,454 91.6%
Percent of Total 26.1% 0.0% 73.9% 100.0% 23.3% 2.6% 74.2% 100.0% 22.9% 2.9% 74.2% 100.0%
Compounded Annual Rate of Change from Fiscal 2000 Base 4.2% n/a 10.5% 10.3% 4.2% na 9.0% 8.9%
Grants
Aging Grants $978,962 $0 $4,389,203 $5,368,165 $1,262,110 $0 $5,088,341 $6,350,451 $1,319,633 $0 $4,997,941 $6,317,574 3.1%
Protective Services 0 0 0 0 0 50,000 0 50,000 0 50,000 0 50,000 0.0%
Veterans Services 0 0 875,075 875,075 0 0 0 0 0 0 0 0 0.0%
Subtotal Grants $978,962 $(=) $5,264,278 $6,243,240 $1,262,110 $50,000 $5,088,341 $6,400,451 $1,319,633 $50,000 $4,997,941 $6,367,574 3.1%
Percent of Total 15.7% 0.0% 84.3% 100.0%) 19.7% 0.8% 79.5% 100.0%) 20.7% 0.8% 78.5% 100.0%
Compounded Annual Rate of Change from Fiscal 2000 Base 13.5% n/a -1.7% 1.3% 10.5% n/a -1.7% 0.7%
*Nursing home benefit expenditures and appropriation include a contract for nurse aide testing of $350,000 annually.
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Medicaid Services are the largest component of the budget comprising 92 percent of the division fiscal 2003 request.
Individually the remaining division functions comprise less than 5 percent of the total appropriation in fiscal 2003.

Benefits or payments for services to individuals and grants to local entities are the most significant appropriations for the
division. Benefit payments comprise 92 percent of the fiscal 2003 appropriation while grants are 3 percent.

Appropriations for Medicaid benefits (payments to Medicaid providers) are 91 percent of the fiscal 2003 appropriation,
leaving 1 percent to cover Medicaid administrative costs. The single largest division expenditure is for nursing homes
services, accounting for 62 percent of the total fiscal 2003 budget. The appropriation for nursing home services increases
largely due to annualization of fiscal 2001 provider rate increases and the 2003 biennium provider rate increases and
intergovernmental transfer program. The program appropriation would have declined from fiscal 2000 base budget
expenditures without rate increases, since the number of days of care is estimated to continue declining.

Home based Medicaid services are 13 percent of the fiscal 2003 appropriations, while Medicaid waiver services account
for 11 percent. The legislature approved an expansion of the Medicaid waiver services and funding for a0.5 FTE. The
expansion is estimated to provide services to another 125 persons.

Aging grants account for 3 percent of the total fiscal 2003 appropriation. Federal grant funds from the Older Americans
Act increase and include a new family care giver support program.

State supplement payments and adult protective services each comprise less than 1 percent of the fisca 2003
appropriation. Federal pass-through funds for operation of the EMVH were appropriated as operating costs in the 2003
biennium rather than as grant expendituresin the fiscal 2000 base budget.

Nursing Home Services

Chart C The legislature implemented  several
Medicaid Funded significant reimbursement policies for nursing
Nursing Home Bed Days home services during the 2003 biennium.
Additionally, the appropriation for nursing

1.50 . .
1.45 ——a home services was based on the assumption
£ T1.40 / NG that the days of care would continue to
© 2135 \N\"—H decline. Chart C shows the actual total
= igg number of days of care or bed days paid for
120 B — by the Medicaid program since fisca year

1992, a few years before bed days began to
92 93 94 95 96 97 98 99 00 01 02 03 decline, compared to the estimated trend for
Fiscal Year the 2001 and 2003 biennia.

Table 36 shows the average Medicaid daily rate, ongoing rate increases, the estimated number of days of care and the one-
time payments that could result from the intergovernmental transfer program for county nursing homes. Estimated costs
for fiscal 1999 through fiscal 2003 are shown.
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Table 36 The legislature approved three separate
Estimated Nursing Home Medicaid Rate, Bed Days, and Annual Rate of Change appropriations that will increase the rates
Fiscal 1999 Through 2003 paid to nursing homes: 1) a provider

Medicaid Rate, rate increase estimated to increase
Bed Days, % Change Estimated Estimated  Estimated Appropriation average dai |y rates by a least 45
Legis. Appropriation FY99 FY 00 FYO0l FY 02 FYO03 percent annu a”y_ 2) an
Ongoing Medicald Rete intergovernmental transfer program for
Medicaid Rate* $71.68 $74.26 $77.30 $77.30 $77.30 funded . h ; d

2003 Biennium Rate Increase 353 7.28 Coumsy un nursing omes, an 3)
Total Average Daily Rate for 2003 Biennium®* $80.83 $84.58 one-time payments to nursing homes
Bed Days 1,344,142 1,332,723 1,302,835 1,302,681 1,298,747 using Intergovernm.ental transf_er

revenue. The average increase that will
Annua Change -2.1% -0.8% -2.2% 0.0% -0.3% be granted to al nurs ng homes is
Compounded Rate of Change -0.8% -1.5% -1.0% -0.9% estimated to be $3.53 per day in fiscal

One-Time Payments due to Intergovernmental Transfer Program - Daily Rate Increase* ** 2002 and $7.28 per day in fiscal 2003.

New Funds County Affiliated Facilities $8.50 $10.68 $12.69 ; ; ease Wi ;

Non-county Affiliated Facilities 414 5.02 6.07 Thisrate incr will be ongoing.

Total Possible Daily Rate Increase from Ongoing and One-Time Payments Based on the estimated average daily
County Affiliated Nursing Homes $8.50 $14.21 $19.97 rate and the appropri ation. it is estimated
Non-county Nursing Homes 4,14 8.55 13.35 i ;

that 1.3 million days of care can be

*The Medicaid rate does not include the portion of costs that are paid by nursing home residents, funded each year of the biennium. Days

**The total average daily rate for the 2003 biennium is the estimated rate that will be ongoing. . .

***The one-time payments from the county nursing home intergovernmental transfer program from fiscal 2001 to fiscal 20_02 and to
will not necessarily continuein following biennia. The program is subject to federal rule and decline by 0.3 percent from fiscal 2002
county participation levels. to  2003. During  appropriation

committee hearings, the legidature

based appropriation amounts on an
estimated decline of 0.5 percent annually in the number of bed days from fiscal 2001 through fiscal 2003 and on a daily
rate in fiscal 2001 that was $0.52 lower than that shown in Table 36. However, estimates of nursing home costs in fiscal
2001 revised after the session adjourned coupled with appropriated amounts will fund fewer days of care than anticipated
during session and at a higher cost.

The amount of ongoing rate increase shown in Table 36 is not reflective of the increase individual nursing homes will
receive. It is an average of the total amount appropriated for rate increases based on the number of days of estimated
service.

Rate increases for individual nursing homes will vary due to changes in reimbursement methodology and the
intergovernmental transfer program. The 4.5 percent provider rate increase proposa accepted by the legislature changes
nursing home reimbursement from a cost-based system to a price based system, where differences in rates are based on
patient acuity rather than facility costs. The department began the transition to a price based system in fiscal 2001, so
thereis more variation in rates paid to nursing homes than will exist once the price system is fully implemented.

The legidlature approved the executive request to implement a Medicaid intergovernmental transfer program for county
affiliated nursing homes. The program will allow county nursing homes to leverage federal Medicaid funds to increase
Medicaid reimbursement levels.

The intergovernmental transfer program may result in one-time payments to nursing homes since its continuation is
subject to federa rule, county participation and legisative re-authorization. However, during the 2003 biennium if all
county funded nursing homes participate to the maximum extent possible, the intergovernmental transfer program is
estimate to generate one-time daily rate increases of nearly $13 on average in fisca 2003 for county affiliated nursing
homes and an average of dlightly more than $6 per day on average for non-county affiliated nursing homes. The
legidature and department anticipated during legislative deliberations that the reimbursement to county funded nursing
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homes participating in the intergovernmental transfer program would result in higher rates for county facilities compared

to non-county facilities.

Table 37
Actual and Appropriated Montana Veterans Home Costs
Fiscal 2000 Fiscal 2002 Fiscal 2003
Montana Veterans Home Base Appropriation Appropriation
FTE 94.29 103.29 112.29
Direct Care Staff $2,609,258  $2,955578  $3,270,777
Non-direct Care Staff 1,511,168 1,447,875 1,451,054
Total Cost/Appropriation $4.120426  $4.403453  $4.721.831
Average Daily Population 107 114 122
Annual Costs Per Person $38,509 $38,763 $38,704
Annual Days of Care 39,055 41,464 44,530
Average Cost Per Day of Care $106 $106 $106

Percent Increase

0.7% -0.2%

It is not possible to calculate a meaningful average daily cost for the Eastern
Montana Veterans Home because the appropriation in HB 2 supports only

part of the facility cost. Private and insurance payments for the EMVH are paid
directly to thefacility. Only the federal Veteran's Administration pass through

funds are appropriated in HB 2.

Montana Veterans Home

Table 37 shows the base expenditures and
2003 biennium appropriation for the MVH.
The average daily population, number of staff
and annual operating costs are expected to
increase from fiscal 2000 through fiscal 2003
due to the addition of a 15-bed specia care
unit. The average daily cost declines between
fiscal 2000 and fiscal 2003 since the estimated
daily population increases.

It is not possible to estimate a meaningful
average daily cost for EMVH because only
pass through federal funds are appropriated
for the facility in HB 2. Other operating
revenues including private, insurance and
Medicaid payments are received directly by
the facility.

The following two tables show all adjustments
approved by the legidature for this division.
Each adjustment is discussed in more detail in

the following sub-program narratives: Medicaid Services; Veterans Services; Aging Services; Division Administration;

and Adult Protective Services.
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Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 211,867 242,885
Vacancy Savings (152,643) (153,574)
Inflation/Deflation 9,840 10,104
Fixed Costs 2,078 3,226
Total Statewide Present Law Adjustments $71,142 $102,641
DP 24 - MVH Operating Expense Adjustments
0.00 0 12,002 0 12,002 0.00 0 12,002 0 12,002
DP 25 - MVH Specia Care Unit
9.00 0 207,352 129,222 336,574 18.00 0 347,475 295,460 642,935
DP 34 - Home Based Caseload
0.00 1,428,735 0 3,839,463 5,268,198 0.00 1,783,841 0 4,827,874 6,611,715
DP 35 - Aging Provider Rate and Direct Care Increases
0.00 223,752 0 0 223,752 0.00 223,752 0 0 223,752
DP 36 - Nursing Home Caseload Increase
0.00 580,131 0 1,677,580 2,257,711 0.00 434,726 0 1,505,475 1,940,201
DP 37 - Waiver Caseload
0.00 1,210,451 0 3,252,862 4,463,313 0.00 1,204,202 0 3,259,111 4,463,313
DP 77 - Adult Protective Services Emergency Support
0.00 75,887 0 100,206 176,093 0.00 75,404 0 100,689 176,093
DP 81 - State Supplemental Caseload Increase
0.00 95,968 0 0 95,968 0.00 161,256 0 0 161,256
DP 116 - MVH Equipment
0 16,918 0 16,918 0.00 0 16,918 0 16,918

DP 141 - EMVH Operating E>-(penses and Equipment
0.00 0

11,065 197,934 208,999 0.00 0 11,065 197,934 208,999
DP 145 - Leased Cars For APS Field Staff
0.00 3,589 0 111 3,700 0.00 3,589 0 111 3,700
DP 146 - Medicaid Field Staff Office Rent Costs
0.00 2,806 0 2,806 5,612 0.00 4,532 0 4,532 9,064
DP 148 - Ingtitutions
0.00 0 0  (2,660,367) (2,660,367) 0.00 0 0 (2,399,861)  (2,399,861)
DP 696 - Data Network Fixed Cost Reduction
0.00 (52) (28) (28) (108) 0.00 (52) (28) (28) (108)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (2,302 (634) (3,170) (6,106) 0.00 (2,310) (636) (3,182) (6,128)
DP 699 - Vacancy Savings at 4 Percent
0.00 (25,877) (41,996) (10,269) (78,142) 0.00 (27,142) (43,114) (10,350) (80,606)
Total Other Present Law Adjustments
9.00 $3,593,088 $204,679 $6,526,350  $10,324,117 18.00  $3,861,798 $343,682  $7,777,765  $11,983,245
Grand Total All Present Law Adjustments $10,395,259 $12,085,886

Present Law Adjustments

The "Present Law Adjustments* table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies.
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New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Special Specia Funds FTE Genera Specia Specia Funds

DP 115 - Guardianship, APS Staff, Prevention and Education

22 2.00 0 171,079 4,000 175,079 4.00 0 251,164 7,170 258,334
DP 120 - Personal Assistance Direct Care Wage Increase

22 0.00 401,931 0 1,080,114 1,482,045 0.00 638,676 0 1,728,544 2,367,220
DP 121 - Nursing Home Rate Stabilization

22 0.00 544,641 703,779 3,354,898 4,603,318 0.00 1,537,430 1,015,108 6,908,317 9,460,855
DP 129 - Provider Rate Increases

22 0.00 141,917 0 221,761 363,678 0.00 284,730 0 454,173 738,903
DP 140 - Waiver Expansion

22 0.50 185,966 0 475,777 661,743 0.50 444,780 0 1,181,525 1,626,305
DP 142 - Intergovernmental Transfer - County Nursing Homes

22 0.00 0 2,391,456 6,426,597 8,818,053 0.00 0 2,690,204 7,280,900 9,971,104
DP 147 - Federal Spending Authority

22 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000
DP 222 - Older Americans Act Grant Increase

22 0.00 0 0 806,440 806,440 0.00 0 0 676,940 676,940
DP 402 - One Time Payments to Nursing Homes

22 0.00 0 1,350,000 3,627,876 4,977,876 0.00 0 1,625,000 4,397,980 6,022,980
DP 407 - Title XX Funding Shift

22 0.00 (300,000) 0 300,000 0 0.00 (300,000) 0 300,000 0
DP 411 - Nursing Home and Community Services Improvements

22 0.00 0 162,720 437,280 600,000 0.00 0 161,880 438,120 600,000
DP 623 - Shift Funding to Child Support Enforcement - DPHHS

22 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)

Total 2.50 $967,455 $4,779,034  $17,734,743  $23,481,232 450  $2,598,616  $5,743,356  $24,373,669  $32,715,641

New Proposals

New proposals are appropriations for new or expanded services above the cost of providing the level of service authorized
by the previous legidature. Changes in funding for services are usually considered new proposals as well. Each new
proposal will be discussed in the following sub-program narratives that correspond to major division functions. Some
new proposals, such as provider rate increases, affect more than one sub-program.
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Medicaid Services

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 17.25 0.00 0.50 17.75 0.00 0.50 17.75 17.75
Personal Services 741,306 9,556 19,805 770,667 12,853 19,868 774,027 1,544,694]
Operating Expenses 739,407 338,382 22,500 1,100,289 338,630 22,500 1,100,537 2,200,826
Equipment 0 0 2,500 2,500 0 0 0 2,500
Grants 0 0 0 0 0 0 0 0
Benefits & Claims 144,823,425 8,972,830 22,402,512 176,198,767 10,259,343 31,628,080 186,710,848 362,909,615
Transfers 0 0 0 0 0 0 0 0
Debt Service 0 0 0 0 0 0 0 0
Total Costs $146,304,138 $9,320,768  $22,447,317 $178,072,223  $10,610,826  $31,670,448 $188,585,412 $366,657,635)
General Fund 37,853,981 1,570,851 1,215,059 40,639,891 1,641,199 2,788,697 42,283,877 82,923,768]
State/Other Specia 0 0 4,607,955 4,607,955 0 5,492,192 5,492,192 10,100,147
Federa Specia 108,450,157 7,749,917 16,624,303 132,824,377 8,969,627 23,389,559 140,809,343 273,633,720,
Total Funds $146,304,138 $9,320,768  $22,447,317 $178,072,223  $10,610,826  $31,670,448  $188,585,412 $366,657,635

Medicaid Servicesincludes reimbursements for Medicaid eligible services provided by state institutions and three types of
health services administered through contracts with local providers - nursing home services, home-based entitlement
services, and community services limited by a waiver of federal Medicaid regulations. The present law adjustment for
each of these servicesis due to increases in the number of persons eligible for services and annualization of fiscal 2001
rate increases and service expansions approved by the 1999 legidature.

New proposals include funds for provider rate increases and persona assistance worker wage increases as well as
expansion of the Medicaid community based waiver services. The legidature also appropriated funds for a Medicaid
intergovernmental transfer program for county funded nursing homes and used some of the revenue generated from the
intergovernmental transfer for one-time payments to nursing homes based on the number of Medicaid services provided.

Medicaid Servicesis funded with general fund, state special revenue from the interest on the tobacco settlement trust fund
and Medicaid lien and estate recoveries, and federal Medicaid matching funds. Medicaid Services comprise 92 percent of
the Senior and Long-Term Care Division 2003 biennium appropriation. Table 35 compares Medicaid Services and
individual Medicaid benefit appropriations to the total division appropriation.
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 40,952 44,386
Vacancy Savings (21,450) (21,553)
Inflation/Deflation 235 483
Fixed Costs (17,878) (17,878)
Total Statewide Present Law Adjustments $1,859 $5,438
DP 34 - Home Based Casel oad
0.00 1,428,735 0 3,839,463 5,268,198 0.00 1,783,841 0 4,827,874 6,611,715
DP 36 - Nursing Home Caseload Increase
0.00 580,131 0 1,677,580 2,257,711 0.00 434,726 0 1,505,475 1,940,201
DP 37 - Waiver Caseload
0.00 1,210,451 0 3,252,862 4,463,313 0.00 1,204,202 0 3,259,111 4,463,313
DP 148 - Ingtitutions
0.00 0 0  (2,660,367) (2,660,367) 0.00 0 0 (2,399,861)  (2,399,861)
DP 699 - Vacancy Savings at 4 Percent
0.00 (4,973) 0 (4,973) (9,946) 0.00 (4,990) 0 (4,990) (9,980)
Total Other Present Law Adjustments
0.00 $3,214,344 $0 $6,104,565 $9,318,909 0.00  $3417,779 $0  $7,187,609 $10,605,388
Grand Total All Present Law Adjustments $9,320,768 $10,610,826

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were applied globally to all agencies. The other numbered adjustments in the table correspond to the
narrative descriptions.

DP 34 - Home Based Caseload - The legislature approved $12 million over the biennium, including $3.2 million general
fund, for the Medicaid Home Health, Personal Assistance, and Hospice entitlement programs, to adjust for projected
caseload growth and 1 percent provider rate and 3 percent direct care wage increases approved by the 1999 legislature and
to continue a utilization review and prior authorization contract for personal assistance services. Caseload growth of
about 5 percent per year is projected for the coming biennium.

DP 36 - Nursing Home Caseload Increase - The legislature appropriated $4 million for the biennium, including $1 million
general fund, for the Medicaid nursing home program to adjust for federal match rate changes, projected caseload growth,
and to annualize the 1 percent provider rate increase and 3 percent direct care wage increase approved in fiscal 2001. The
legislature adopted casel oad estimates based on a continuing decline in the number of Medicaid funded nursing bed days,
expecting a 0.5 percent annual reduction from fiscal 2001 through fiscal 2003.

DP 37 - Waiver Caseload - The legislature added $9 million for the biennium, including $2 million general fund, to adjust
for Medicaid match rate changes, and fund the fiscal 2001 provider rate increase, direct care wage increase, and expanded
services to persons from the waiting list that were appropriated to the Medicaid Community Waiver program for fiscal
2001. In fiscal 2001, consistent with the direction of the Olmstead Supreme Court decision, the division developed
services for 28 additional nursing home residents on the waiver waiting list through a transfer of $0.5 million in savings
from the Medicaid home health program.

DP 148 - Indtitutions - The legislature approved the executive request to reduce federal funds by $5 million over the
biennium due to an accounting error, which overstates base budget expenditures. The institutional appropriation for the
2003 biennium is about $11 million per year in federal funds. It pays the federal share of projected Medicaid nursing
home services reimbursement to the Montana Developmental Center, Eastmont Human Services Center and the Montana
Veterans Home. The required state matching funds are paid from each facility's appropriation.
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DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federal Total Genera State Federal Total
Sub Prgm FTE Fund Specia Specia Funds FTE Fund Specia Specia Funds

DP 120 - Personal Assistance Direct Care Wage Increase

01 0.00 401,931 0 1,080,114 1,482,045 0.00 638,676 0 1,728,544 2,367,220
DP 121 - Nursing Home Rate Stabilization

01 0.00 544,641 703,779 3,354,898 4,603,318 0.00 1,537,430 1,015,108 6,908,317 9,460,855
DP 129 - Provider Rate Increases

01 0.00 82,521 0 221,761 304,282 0.00 167,811 0 454,173 621,984
DP 140 - Waiver Expansion

01 0.50 185,966 0 475,777 661,743 0.50 444,780 0 1,181,525 1,626,305
DP 142 - Intergovernmental Transfer - County Nursing Homes

01 0.00 0 2,391,456 6,426,597 8,818,053 0.00 0 2,690,204 7,280,900 9,971,104
DP 147 - Federal Spending Authority

01 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000
DP 402 — One-Time Payments to Nursing Homes

01 0.00 0 1,350,000 3,627,876 4,977,876 0.00 0 1,625,000 4,397,980 6,022,980
DP 411 - Nursing Home and Community Services Improvements

01 0.00 0 162,720 437,280 600,000 0.00 0 161,880 438,120 600,000

Total 0.50 $1,215,059 $4,607,955  $16,624,303  $22,447,317 050  $2,788,697  $5492,192 $23,389,559  $31,670,448

New Proposals

DP 120 - Personal Assistance Direct Care Wage - The legislature appropriated a total of $3.2 million for the biennium,
including $0.9 million in general fund, to provide a 25 cent per hour wage increase to personal care attendants working in
the Medicaid Waiver and Personal Assistance programs. The legislature added $380,000 general fund and matching
federal funds above the executive request, deriving the $200,000 of the general fund increase from other savings within
DPHHS.

The appropriation is estimated to provide wage increases on average of $0.45 to $0.50 per hour during fiscal 2002 with an
additional increase of $0.25 per hour in fiscal 2003. This appropriation aso includes a wage increase for the 18.33
percent of waiver expenditures that pay for persona care attendant services that are not available under the regular
Personal Assistance program.

DP 121 - Nursing Home Rate Stabilization - The legisature added $14 million for the biennium, including $2.1 million
general fund and $1.7 million state specia revenue of tobacco settlement trust fund income, to provide a minimum 4.5
percent annual rate increase for nursing homes over the 2003 biennium. The legislature approved less funding for nursing
home caseloads during the 2003 biennium, but did not lower the amount of the executive request for nursing home rate
increases. The appropriation will also be used to: 1) introduce stability in the nursing home rate; and 2) allow DPHHS to
transition to a price-based system, where rate differentials among facilities are based on patient acuity.

The current nursing home payment methodology allows significant variability in rates, both among facilities and from one
year to the next. The executive began implementing a price-based reimbursement system for Medicaid funded nursing
homes in fiscal 2001 by establishing a median rate for nursing home reimbursement and basing rate changes for
individual nursing homes in relation to the median price.

DP 129 - Provider Rate Increases - The legislature appropriated $1.2 million for the biennium, including $0.5 million in
general fund, to provide a 1.5 percent annual rate increase for Medicaid, Waiver, Home Health and Hospice, and the aging
services programs, excluding Medicaid persona assistance services. The rate increase for persona care assistants is
appropriated in new proposal 120. A portion of this rate increase is alocated to Medicaid programs ($0.9 million total
funds over the biennium) and a portion is allocated to aging programs ($0.2 million general fund over the biennium).
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DP 140 - Waiver Expansion - The legislature added $2.3 million for the biennium, including $0.6 million general fund, to
provide Medicaid Waiver services to an additional 125 people, bring the estimated total to be served to 1,385 in fisca
2003. The Medicaid Waiver provides payment for a variety of community services, including assisted living, to persons
eligible for Medicaid reimbursed nursing facility care. Because this program is not a Medicaid entitlement, there are
about 260 €eligible people on a waiting list for services. The proposed expansion will enable the division to address
increasing demand, target the people most at risk of placement in nursing facilities and manage the growth of the
community-based option. This appropriation also fundsa 0.5 FTE field staff position to handle increasing casel oad.

DP 142 - Intergovernmental Transfer - County Nursing Homes - The legislature appropriated $19 million total funds over
the biennium for an intergovernmental transfer program for county nursing homes. Counties provide the matching funds
to draw down federal Medicaid funds to reimburse Medicaid nursing services at the highest payment limit allowed by
federal rule. The state will return the county matching funds and an equal amount of federa Medicaid revenue. The
balance of the Medicaid revenue (potentially as high as $11 million over the biennium) will be used to support Medicaid
services and provider rate increases for health care services (see DP 402).

DP 147 - Federal Spending Authority - The legislature added $2 million federal funds over the biennium that is unrelated
to a specific funding source. The funds could be used for a variety of activities, such as federal Medicaid matching
authority to offset part of the cost of services that are funded fully from state sources or for a new federal grant. The
legislature added language to HB 2 specifying that the division could spend the additional federal authority as long as it
did not commit the state to additional general fund expenditures beyond the amount appropriated for the 2003 biennium
by the legidature to the division.

DP 402 — One-Time Payments to Nursing Homes - The legislature allocated a portion of the intergovernmenta transfer
payment revenue (see DP 142) to fund one-time payments to nursing homes based on the number of Medicaid days of
nursing care services.

DP 411 - Nursing Home and Community Services - The legislature appropriated $1.2 million total funds, including $0.3
million lien and estate state special revenue, for one-time improvements in nursing care and community waiver services.
In previous biennia, the legislature has made such appropriations through language in HB 2.

Language

Items [Health Policy and Services Division], [Senior and Long-Term Care Division], and [Addictive and Mental
Disorders Division] include appropriations of state special revenue for provider rate increases funded from the interest
income on the tobacco settlement trust fund provided for in Article XII, Section 4, of the Montana Constitution. If the
interest income on the tobacco settlement trust fund provided for in Article X1, Section 4, of the Montana Constitution is
insufficient to fully fund the state special revenue appropriations in items [Health Policy and Services Division], [Senior
and Long-Term Care Division], and [Addictive and Mental Disorders Division], the legidature intends that the
department find alternative funding sources to fully fund the provider rate increases. Alternative sources may include but
are not limited to enhanced Medicaid intergovernmental transfer programs and transfers of general fund money from other
appropriations.

The department shall distribute funds in item [personal assistance wage increases] in a way that provides reasonable
assurance that the funds are used solely for direct care wage and benefit increases. Not all providers or types of direct
care workers must receive the same rate increase for the biennium. Funds appropriated in items [personal assistance wage
increases| may be used only for direct care worker wage increases. Funds in items [personal assistance wage increases)
may not be used to fund other programs. In the event that the department finds it necessary to institute program
reductions, it is the intent of the legidature that funds in items [persona assistance wage increases] be the last item
eliminated.

The Senior and Long-Term Care Division is authorized to pursue up to $2 million in federal specia revenue in item
[federal authority] over the biennium to enhance or improve division services or programs. This additional federal specia
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revenue may be expended by the division on services as long as those actions do not require or commit the state to
additional general fund expenditures beyond the amount appropriated for the 2003 biennium by the legidlature to the
divisonin [thisact].

Funds in item [one-time payments to nursing homes] may be used only to make one-time payments to nursing homes
based on the number of Medicaid services provided. State specia revenue in item [one-time payments to nursing homes]
may be expended only after the Office of Budget and Program Planning has certified that the department has received $2
million each year from counties participating in the intergovernmental transfer program for nursing homes.

PUBLIC HEALTH & HUMAN SERVICES B-123 SENIOR & LONG-TERM CARE SVCS



PUBLIC HEALTH & HUMAN SERVICES 22-SENIOR & LONG-TERM CARE SVCS

Veterans Services

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 95.29 9.00 0.00 104.29 18.00 0.00 113.29 113.29]
Personal Services 2,806,816 224,157 0 3,030,973 488,002 0 3,294,818 6,325,791
Operating Expenses 1,356,236 1,137,087 0 2,493,323 1,192,326 0 2,548,562 5,041,885
Equipment 39,141 27,983 0 67,124 27,983 0 67,124 134,248
Grants 875,075 (875,075) 0 0 (875,075) 0 0 0
Debt Service 2,698 0 0 2,698 0 0 2,698 5,396
Total Costs $5,079,966 $514,152 $0 $5,594,118 $833,236 $0 $5,913,202 $11,507,320
State/Other Special 2,678,638 200,694 0 2,879,332 386,509 0 3,065,147 5,944,479)
Federal Specia 2,401,328 313,458 0 2,714,786 446,727 0 2,848,055 5,562,841
Total Funds $5,079,966 $514,152 $0 $5,594,118 $833,236 $0 $5,913,202 $11,507,320

Veterans Services accounts for about 3 percent of the total division budget and includes the two veterans homes. The
2003 biennium appropriation increases are due primarily present law adjustments for a new 15-bed specia care unit and
other operating and equipment costs. There are no new proposals for Veterans Services

The homes are funded with a combination of private payments, state special cigarette tax revenue, and federal funds from
the Veterans Administration. Veterans Services receive 11.11 percent of cigarette tax revenue (Section 16-11-119(1),
MCA). In addition to appropriations for operating costs for the veterans homesin HB 2, building projects funded in the
Long-Range Building program are also supported from cigarette taxes alocated to Veterans Services. Table 35 compares
Veterans Services appropriations to the total division appropriation.

Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Specia Specia Funds FTE General Specia Specia Funds
Personal Services 51,975 67,473
Vacancy Savings (74,931) (75,396)
Inflation/Deflation 8,480 6,826
Fixed Costs (5,383) (4,929)
Total Statewide Present Law Adjustments ($19,859) ($6,026)
DP 24 — MVH Operating Expense Adjustments
0.00 0 12,002 0 12,002 0.00 0 12,002 0 12,002
DP 25 - MVH Specia Care Unit
9.00 0 207,352 129,222 336,574 18.00 0 347,475 295,460 642,935
DP 116 - MVH Equipment
. 0 16,918 0 16,918 0.00 0 16,918 0 16,918
DP 141 - EMVH Operating Expenses and Equipment
0.00 0 11,065 197,934 208,999 0.00 0 11,065 197,934 208,999
DP 699 - Vacancy Savings at 4 Percent
0.00 0 (40,482) 0 (40,482) 0.00 0 (41,592) 0 (41,592)
Total Other Present Law Adjustments
9.00 $0 $206,855 $327,156 $534,011 18.00 $0 $345,868 $493,394 $839,262
Grand Total All Present Law Adjustments $514,152 $833,236

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
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on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 24 - MVH Operating Expense Adjustments - The legislature approved $24,004 in state specia revenue over the
biennium for personal services costs and laundry and grounds maintenance expenses at the veterans nursing homes.

DP 25 - MVH Specia Care Unit - The 1999 legidature approved the construction of a 15-bed special care unit at the
Montana Veterans' Home in Columbia Falls to provide services to residents with various forms of dementia. The facility
is scheduled to begin operation in January of 2002. This appropriation funds the operating costs and staff for the new unit
at abiennial cost of $979,509, including 18 FTE and $146,065 of cigarette tax state special revenue.

DP 116 - MVH Equipment - This legislature appropriated about $34,000 state specia revenue over the biennium to
maintain funding for equipment for the Montana Veterans Home. Equipment purchases include a whirlpool, electric
beds, hydraulic bath chairs, an EKG machine, a sara lift, and a wheelchair accessible van. A private donation of $17,500
is anticipated to pay for half of the cost of the wheelchair van.

DP 141 - EMVH Operating Expenses and Equipment - The legislature appropriated $0.4 million over the biennium for
operating costs and equipment at the Eastern Montana Veterans Home. Federal funds support the majority of the
increase. Anticipated equipment purchases include a whirlpool tub, electric beds, dining and activity tables, geri chairs, a
saralift, and replacement mattresses.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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AGING SERVICES

Sub-Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 8.71 0.00 0.00 8.71 0.00 0.00 8.71 8.71]
Personal Services 400,204 (21,749) 0 378,455 (19,314) 0 380,890 759,345
Operating Expenses 247,352 9,488 117,302 374,142 19,832 78,202 345,386 719,528
Grants 5,368,165 223,752 758,534 6,350,451 223,752 725,657 6,317,574 12,668,025
Benefits & Claims 803,000 75,953 0 878,953 131,321 0 934,321 1,813,274]
Total Costs $6,818,721 $287,444 $875,836 $7,982,001 $355,591 $803,859 $7,978,171 $15,960,172
General Fund 1,896,886 318,118 59,396 2,274,400 383,630 116,919 2,397,435 4,671,835
State/Other Special 0 0 10,000 10,000 0 10,000 10,000 20,000
Federal Specia 4,921,835 (30,674) 806,440 5,697,601 (28,039) 676,940 5,570,736 11,268,337
Total Funds $6,818,721 $287,444 $875,836 $7,982,001 $355,591 $803,859 $7,978,171 $15,960,172

Aging Services administers funding from the Older Americans Act, which supports contracts with Area Agencies on
Aging to provide meals, transportation, public education, information and assistance, and other services to older
Montanans.

2003 biennium appropriations for Aging Services increases due to annualization of 2001 biennium provider rate increases,
state supplement caseload growth, stipend increases and processing fee increases, 2003 biennium provider rate increases,
and increasesin federal Older Americans Act grant funds.

Aging Services is primarily funded with federal grant funds from the Older Americans Act and some federal Medicaid
administrative matching funds. State special revenue is from Medicaid lien and estate recoveries and funds guardianship
services for older adults at risk of abuse and neglect. General fund supports some of the required state match for federal
funds and in recent biennia has funded provider rate increases since federal funds have been capped. Aging services
comprise 4 percent of the total division budget. Table 35 compares Aging Servicesto the total division appropriation.

Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Specia Specia Funds FTE General Specia Specia Funds
Personal Services (5,980) (3,443
Vacancy Savings (10,901) (10,978)
Inflation/Deflation (234) 190
Fixed Costs (10,293) (10,293)
Total Statewide Present Law Adjustments ($27,408) (%24,524)
DP 35 - Aging Provider Rate and Direct Care Increases
0.00 223,752 0 0 223,752 0.00 223,752 0 0 223,752
DP 81 - State Supplemental Caseload Increase
0.00 95,968 0 0 95,968 0.00 161,256 0 0 161,256
DP 699 - Vacancy Savings at 4 Percent
0.00 (1,217) 0 (3,651) (4,868) 0.00 (1,223) 0 (3,670) (4,893)
Total Other Present Law Adjustments
0.00 $318,503 $0 ($3,651) $314,852 0.00 $383,785 $0 ($3,670) $380,115
Grand Total All Present Law Adjustments $287,444 $355,591

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
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on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 35 - Aging Provider Rate and Direct Care Increase - The legislature added $0.4 million general fund for the biennium
to annualize the fiscal 2001 direct care worker wage increase and provider rate increase authorized by the 1999 legislature
for aging services programs.

DP 81 - State Supplemental Caseload Increase - The legislature appropriated $257,224 general fund over the biennium for
projected caseload growth in the state supplement program in fiscal years 2001 through 2003 and changes in contract
administrative costs. The state supplement payment is a state funded payment that "supplements' the federa
Supplemental Security Income (SSI) payments to low-income persons residing in certain licensed facilities, primarily
developmental disability group homes. The average cost per month per recipient is $83. In addition, the state contracts
with the Social Security Administration to process and add the state supplement payment to appropriate socia security
checks at an estimated cost of $8.50 per person per month in fiscal 2002 and $9.00 in fiscal 2003.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federal Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds

DP 115 - Guardianship, APS Staff, Prevention and Education

03 0.00 0 10,000 0 10,000 0.00 0 10,000 0 10,000
DP 129 - Provider Rate Increases
03 0.00 59,396 0 0 59,396 0.00 116,919 0 0 116,919
DP 222 - Older Americans Act Grant Increase
03 0.00 0 0 806,440 806,440 0.00 0 0 676,940 676,940
Total 0.00 $59,396 $10,000 $806,440 $875,836 0.00 $116,919 $10,000 $676,940 $803,859

New Proposals

DP 115 - Guardianship, APS Staff, Prevention and Education - The legislature appropriated $0.4 million over the
biennium, primarily from state special revenue from lien and estate proceeds, to fund guardianship services in the Aging
program and new adult protective services staff. The legislature appropriated $0.4 million and funded 4.0 FTE in the
Adult Protective Services program and $20,000 in contracted support for guardianship services in the Aging Program.
FTE were reduced by 2.5 from the original executive proposal.

DP 129 - Provider Rate Increases - The legislature appropriated $1.2 million for the biennium, including $0.5 million in
general fund, to provide a 1.5 percent annual rate increase for Medicaid, Waiver, Home Health and Hospice, and the aging
services programs, excluding Medicaid persona assistance services. The rate increase for personal care assistants is
appropriated in new proposal DP 120. A portion of thisrate increase is allocated to Medicaid programs ($0.9 million total
funds over the biennium) and a portion is allocated to aging programs ($0.2 general fund over the biennium).

DP 222 - Older Americans Act Grant Increase - The legislature appropriated $1.6 million in federal authority over the
biennium due to an increase in the federal Older Americans Act grant. The request includes increased funding for
existing services such as senior centers, meals on wheels, and transportation. Funds are also included for a new Family
Caregiver Support program to assist family caregivers by providing information about services, assistance with locating
services, training, respite care, and other support services to assist them in caring for their relative. Existing state and
local funds will be used to meet the state match requirement for the grant. The legislature added language to HB 2 to
require that meal s programs are funded prior to other priorities.
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Language

The department shall require that Area Agencies on Aging provide a written assessment of the need for increased funding
in their nutrition programs prior to expending the additional Title 111 of the Older Americans Act of 1965 grant funds
appropriated in HB 2.

PUBLIC HEALTH & HUMAN SERVICES B-128 SENIOR & LONG-TERM CARE SVCS



PUBLIC HEALTH & HUMAN SERVICES 22-SENIOR & LONG-TERM CARE SVCS

DIVISION ADMINISTRATION

Sub-Program Legislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 6.00 0.00 0.00 6.00 0.00 0.00 6.00 6.00
Personal Services 294,313 (1,042 0 293,271 913 0 295,226 588,497
Operating Expenses 149,383 37,269 (7,000) 179,652 42,506 (7,000) 184,889 364,541
Benefits & Claims (6,424) 0 0 (6,424) 0 0 (6,424) (12,848)
Total Costs $437,272 $36,227 ($7,000) $466,499 $43,419 ($7,000) $473,691 $940,190
Genera Fund 210,697 18,869 (7,000) 222,566 22,404 (7,000) 226,101 448,667,
State/Other Special 111,684 8,174 0 119,858 9,130 0 120,814 240,672
Federal Specia 114,891 9,184 0 124,075 11,885 0 126,776 250,851
Total Funds $437,272 $36,227 ($7,000) $466,499 $43,419 ($7,000) $473,691 $940,190

Division administration oversees administration and management of the Senior and Long-Term Care Division. Division
administrative costs are less than 1 percent of the total biennial budget request. Table 35 compares appropriations for
Division Administration to the total division appropriation.

Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 11,178 13,215
Vacancy Savings (8,528) (8,589)
Inflation/Deflation 1,311 2,424
Fixed Costs 36,560 37,254
Total Statewide Present Law Adjustments $40,521 $44,304
DP 146 - Medicaid Field Staff Office Rent Costs
0.00 2,806 0 2,806 5,612 0.00 4,532 0 4,532 9,064
DP 696 - Data Network Fixed Cost Reduction
0.00 (52) (28) (28) (108) 0.00 (52) (28) (28) (108)
DP 698 - Rent Reduction - Use of Capitol Land Grant Funds
0.00 (2,302) (634) (3,170) (6,106) 0.00 (2,310) (636) (3,182) (6,128)
DP 699 - Vacancy Savings at 4 Percent
0.00 (1,107) (1,514) (1,071) (3,692) 0.00 (1,114) (1,522) (1,077) (3,713)
Total Other Present Law Adjustments
0.00 ($655) ($2,176) ($1,463) ($4,294) 0.00 $1,056 ($2,186) $245 ($885)
Grand Total All Present Law Adjustments $36,227 $43,419

Present Law Adjustments

The "Present Law Adjustments® table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 146 - Medicaid Field Staff Office Rent Costs - The legislature approved the executive request for $14,676 total funds
(%$7,338 genera fund), for anticipated increases in lease contracts for Medicaid Regional Program Officers located around
the state. Current contracts reflect an annual increase of 15 percent for these offices. This request is funded from the
general fund (50 percent) and from Medicaid administration funding (50 percent).

DP 696 - Data Network Fixed Cost Reduction - The legidature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
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the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.

DP 698 - Rent Reduction - Use of Capitol Land Grant Funds- The legidature approved using Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federal Total Genera State Federal Total
Sub Prgm FTE Fund Specia Specia Funds FTE Fund Specia Specia Funds

DP 623 - shift Funding to Child Support Enforcement - DPHHS
04 0.00 (7,000) 0 0 (7,000) 0.00 (7,000) 0 0 (7,000)

Total 0.00 ($7,000) $0 $0 ($7,000) 0.00 ($7,000) $0 $0 ($7,000)

New Proposals

DP 623 - Shift Funding to Child Support Enforcement - DPHHS - The legislature approved a plan submitted by the
department that reallocates $250,000 general fund from various divisions to the Child Support Enforcement Division.
The general fund shift partially reinstates a reduction in FTE in the Child Support Enforcement Division that was
approved by the legidature.

Language
The department shall post on the Senior and Long-Term Care Division website the staffing levels provided in Montana
nursing facilities.
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ADULT PROTECTIVE SERVICES

Sub-Program Legislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 32.79 0.00 2.00 34.79 0.00 4.00 36.79 36.79
Personal Services 1,238,933 57,755 75,079 1,371,767 63,768 142,084 1,444,785 2,816,552
Operating Expenses 253,430 2,820 30,000 286,250 2,953 48,750 305,133 591,383
Equipment 0 0 10,000 10,000 0 7,500 7,500 17,500
Grants 0 0 50,000 50,000 0 50,000 50,000 100,000
Benefits & Claims 16,616 176,093 0 192,709 176,093 0 192,709 385,418
Debt Service 1,705 0 0 1,705 0 0 1,705 3,410
Total Costs $1,510,684 $236,668 $165,079 $1,912,431 $242,814 $248,334 $2,001,832 $3,914,263
Genera Fund 1,466,093 134,775 (300,000) 1,300,868 140,253 (300,000) 1,306,346 2,607,214
State/Other Special 0 0 161,079 161,079 0 241,164 241,164 402,243
Federal Specia 44,591 101,893 304,000 450,484 102,561 307,170 454,322 904,806
Total Funds $1,510,684 $236,668 $165,079 $1,912,431 $242,814 $248,334 $2,001,832 $3,914,263]

The program to provide protective services for adults age 60 or older and disabled individuals age 18 or older was
transferred from the Child and Family Services Division to the Senior and Long-Term Care Division in fiscal 2000. The
protective services function includes investigation of allegations of abuse and neglect. When allegations are substantiated,
adult protective services workers assist victims of abuse and neglect to access services.

2003 biennium appropriation increases are due primarily to the addition of 4.0 new adult protective services FTE and
annualization of protective services appropriation increases in fiscal 2001. 2003 biennium general fund appropriations
show a net reduction from base budget expenditures due a funding shift, which moved $300,000 genera fund to the
Disability Services Division with a corresponding transfer of $300,000 of federal Title XX Block Grant funds.

The adult protective services function is funded predominately from the general fund. State specia revenue includes
Medicaid lien and estate recoveries. Federal funds include $300,000 of federal Title XX grant each year and Medicaid
matching funds. The protective services function is 1 percent of the division appropriation. Table 35 compares Adult
Protective Services appropriations to the total division appropriation.

PUBLIC HEALTH & HUMAN SERVICES B-131 SENIOR & LONG-TERM CARE SVCS



PUBLIC HEALTH & HUMAN SERVICES 22-SENIOR & LONG-TERM CARE SVCS

Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 113,742 121,254
Vacancy Savings (36,833) (37,058)
Inflation/Deflation 48 181
Fixed Costs (928) (928)
Total Statewide Present Law Adjustments $76,029 $83,449
DP 77 - Adult Protective Services Emergency Support
0.00 75,887 0 100,206 176,093 0.00 75,404 0 100,689 176,093
DP 145 - Leased Cars for APS Field Staff
0.00 3,589 0 111 3,700 0.00 3,589 0 111 3,700
DP 699 - Vacancy Savings at 4 Percent
0.00 (18,580) 0 (574) (19,154) 0.00 (19,815) 0 (613) (20,428)
Total Other Present Law Adjustments
0.00 $60,896 $0 $99,743 $160,639 0.00 $59,178 $0 $100,187 $159,365
Grand Total All Present Law Adjustments $236,668 $242,814

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget made by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Legidative decisions
on these items were globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

DP 77 - Adult Protective Services Emergency Support - The legislature appropriated $352,186, including $151,291
general fund, for the biennium to raise the level of funding to the amount appropriated in fiscal 2001 for protective
emergency and support services for adults at risk of abuse and neglect. The appropriation for fiscal 2000 was $50,000
general fund and $50,000 federal funds, which was increased to $100,000 general fund and $100,000 federal funds in
fiscal 2001. Base expenditures were mostly from the general fund and totaled about $27,000.

DP 145 - Leased Cars for APS Field Staff - The legislature appropriated $7,400 to lease four vehicles from the
Department of Transportation during the 2003 biennium. These vehicles will be used by field staff who currently use
their personal vehicles in excess of 10,000 miles per year. This request is anticipated to reduce persona car mileage
expenses by $16,640 and increase |ease expenses by $20,340 each year for a net increase of $3,700 per year. This request
isfunded from general fund (97 percent) and federal Medicaid funds (3 percent).

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds
DP 115 - Guardianship, APS Staff, Prevention and Education
05 2.00 0 161,079 4,000 165,079 4.00 0 241,164 7,170 248,334
DP 407 - Title XX Funding Shift
05 0.00 (300,000) 0 300,000 0 0.00 (300,000) 0 300,000 0
Total 2.00 ($300,000) $161,079 $304,000 $165,079 4.00 ($300,000) $241,164 $307,170 $248,334
New Proposals

DP 115 - Guardianship, APS Staff, Prevention and Education - The legislature appropriated $0.4 million over the
biennium, primarily from state special revenue from lien and estate proceeds, to fund guardianship services in the Aging
program and new adult protective services staff. The legislature appropriated $0.4 million and funded 4.0 FTE in the
Adult Protective Services program and $20,000 in contracted support for guardianship services in the Aging Program.
The legidature reduced FTE by 2.5 from the original executive proposal.

DP 407 - Title XX Funding Shift - The legislature reallocated $300,000 of the Title XX federal block grant from the
Disahilities Services Division to the Adult Protective Services Program. An offsetting change was made to general fund.
The funding reallocation was made since the Disability Services Division will be able to match the general fund with
federal Medicaid funds.
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Program L egislative Budget
Base PL Base New Total PL Base New Total Total
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 547.42 38.00 6.99 592.41 38.00 6.99 592.41 592.41]
Personal Services 19,782,444 2,587,870 312,961 22,683,275 2,737,853 316,798 22,837,095 45,520,370
Operating Expenses 8,210,057 2,117,895 1,496,437 11,824,389 2,355,487 1,494,890 12,060,434 23,884,823
Equipment 181,417 0 0 181,417 0 0 181,417 362,834
Loca Assistance 0 0 0 0 0 0 0 0
Grants 5,658,013 4,701,189 (904,934) 9,454,268 4,699,333 (1,234,894) 9,122,452 18,576,720,
Benefits & Claims 61,401,623 21,987,883 6,316,102 89,705,608 25,591,717 9,822,465 96,815,805 186,521,413
Transfers 0 0 0 0 0 0 0 0
Debt Service 81,464 0 1,200 82,664 0 1,200 82,664 165,328
Total Costs $95,315,018  $31,394,837 $7,221,766  $133,931,621  $35384,390  $10,400,459  $141,099,867 $275,031,488|
General Fund 46,684,220 5,359,603 (139,748) 51,904,075 6,778,034 378,994 53,841,248 105,745,323
State/Other Special 5,816,560 (2,302,242) 2,994,449 6,508,767 (2,190,469) 3,330,281 6,956,372 13,465,139
Federal Specia 42,814,238 28,337,476 4,367,065 75,518,779 30,796,825 6,691,184 80,302,247 155,821,026,
Total Funds $95,315,018  $31,394,837 $7,221,766  $133,931,621  $35,384,390  $10,400,459  $141,099,867 $275,031,488

Program Description

The Addictive and Mental Disorders Division (AMDD) is responsible for providing acohol and drug prevention services,
treatment and aftercare services, and mental health treatment services. Alcohol and drug inpatient, outpatient, and
prevention services are provided through contracts with community-based programs around the state. Direct inpatient
services are also provided at the 76-bed Montana Chemical Dependency Center (MCDC) in Buitte.

Community-based mental health services are delivered to eligible Medicaid and non-Medicaid individuals through a
network of providers around the state. Non-Medicaid services are delivered through the Mental Health Services Plan
(MHSP) and provide services to individuals earning up to 150 percent of the federal poverty level. Montana State
Hospital (MSH) at Warm Springs (190 beds) and the Montana Mental Health Nursing Care Center (MMHNCC) at
Lewistown (165 beds) provide institutional services to individuals with mental iliness. The services at MSH are typically
of ashort duration while services for residents at the MMHNCC are considered to be long term.

Biennium Comparison

The Legidative Budget, Present Law Adjustment and New Proposal tables all measure changes in the 2003 biennium
appropriation compared to fiscal 2000 base budget expenditures. However, a proportion of the present law adjustments
for benefits and personal services costsin this program are related to incremental changes between fiscal 2000 actual costs
and the fiscal 2001 appropriation for provider rate increases and growth in Medicaid caseloads, as well as the 2001
biennium supplemental appropriation approved by the legidature.

Supplemental appropriations are not included in HB 2 or recognized in all instances as ongoing costs of state programs.
The supplemental appropriation for AMDD was related to mental health services cost over-runs and athough DPHHS
made some service reductions and changes, those reductions did not fully offset ongoing costs in the Medicaid program
and state hospital .

Table 38 compares the 2003 biennium appropriation to the actual expenditures and appropriation for the 2001 biennium
with and without the supplemental appropriation. Table 38 does not include the 2003 biennium pay plan appropriation.
The 2003 biennium appropriation is $81 million higher than the 2001 biennium budget. However, when the supplemental
appropriation for increased mental health services costs in fiscal 2001 is included, the biennia difference is reduced by
more than half to $37 million.
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The 2003 biennium appropriation is $81 million
total funds, including $16 million general fund, Table 38
. . . . 1 1 1 1 *

higher than the 2001 biennium expenditures and 2001 Biennium Compared to 2003 Biennium
appropriations.  Federal funds increase by $76 Addictive and Mental Disorders Division
million and state specia revenue declines by $11 Percent
million General fund increases are rdated to Budget Item/Funding 2001 Biennium 2003 Biennium Change of Total
Medicaid casdload growth, annualization of higher | FTE™ 551.42 592.41 40.99
than budgeted population at the state hospital, and | Personal Services $40,216920  $45,520,370 $5,303,450 6.5%
provider rate increases. Federal funds increase due | Operaing 14380363 23,884,823 9,504,460 11.7%

- : Equipment 332,273 362,834 30,561 0.0%
to Medicaid caseload growth, the expansion of | g 11729944 18,576,720 6846776  8.5%
Medicaid services to include outpatient chemical Benefits/Claims 127,168,958 186,521,413 59,352,455  73.3%
dependency services, a Medicaid intergovernmental | Debt Service 101,356 165,328 (26,058)  0.0%
transfer program for chemical dependency services, | Tota Costs $194,019,844  $275,031,488  $81,011,644  100.0%
and federal block ~ grant funds for chemical General Fund $89,251,888  $105,745323  $16,493,435  20.4%
dependency. Part of the federal increase and state | giae specia 24520243 13465139  (11,055104) -13.6%
special revenue decline is due to appropriating | Federal Funds 80,247,713 155,821,026 75573313  93.3%
federal Medicaid reimbursements for state | 1oy ryngs $104,010,844 $275031,488  $81,011644  100.0%
ingtitution services in the federal fund type instead | percent Increase 2%
Or]: stt?te Srk))e% a rever;]ue_as gxpm(;ed by QM DD in | 144 with supplemental***
the base budget. The Institutional_reimbursement | -, o $194,019,844  $275031,488  $81,011,644
change is partially offset by an increase in county | gypplemental General Fd 11,399,341 0 (11,399,341)
state  specid revenue for a Medicad Supplemental Fed Fd 32,549,140 0 (32,549,140)
Inter governmentgl transfer program for chemical | o with Supplemental $237,068,325  $275,031,488  $37,063,163
dependency services. Percent Increase 16%

H *The pay plan appropriation for the 2003 biennium is not included.

Program Na_'rrat_lve o . L **2001 biennium FTE is the number funded for fiscal 2001.
The 2003 biennium appropriation is $84 million,

including $12 million general fund, higher than the

fiscal 2000 base expenditure level. The increase is due largely to present law adjustments, which add $67 million, while
new proposals add $18 million. The biennial amounts of the most significant adjustments are:

?7?

7?
”
”
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$49 million total funds, including $6 million genera fund, for Medicaid caseload growth, expansion of Medicaid
services, provide chemical dependency services, and legidative direction to implement a Medicad
intergovernmental transfer program for county funded chemical dependency services

$10 million and 5.0 FTE for increases in federal block grants for chemical dependency services and needs
assessment

$6 million total funds, including $3,000 general fund, for annualization of 2001 biennium caseload increases and
pharmacy inflation in the MHSP program

$5 million total funds, including $1 million general fund and $0.4 million state specia revenue from the tobacco
settlement trust interest income, for provider rate increases for mental health services

$4 million general fund, including 27.0 FTE, for annualization of the net cost increases due to cost over-runs for
higher than budgeted populations at the state hospital during the 2001 biennium and to continue cost control
measures for high end community mental health services instituted during the 2001 biennium

$2.4 million general fund and 2.0 FTE to develop community services and reduce the state hospital population

$2.1 million total funds, including $2 million general fund, for annualization of pay plan and funding for overtime,
holiday, and shift differential pay at the mental health and chemica dependency state institutions

$1.3 million general fund for basic in-home community services for children who are not eligible for the Children’s
Health Insurance Program but who are seriously emotionally disturbed with family incomes less than 150 percent of
the federal poverty level ($26,475 for afamily of 4 in 2001)

$1 million, including $0.4 million general fund and 4.0 FTE, to develop the proposed regional mental health system
$0.6 million total funds, including $0.5 million general fund, for inflation in state institution pharmacy costs

$0.4 million total funds, including $0.3 million general fund and 4.0 FTE, to determine eligibility for MHSP
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?? $0.1 million general fund and 1.0 FTE to implement and provide training for law enforcement and other persons on
dealing with persons who are mentally ill
?? $0.5 million reduction in general fund for vacancy savings and a reduction of 1.01 FTE that had been vacant over

seven months

The legidature aso approved three significant funding switches that did not alter program expenditures. Two of the
funding switches reduced general fund appropriations. The funding switches are:
?? A reduction of $6.6 million state special revenue and an offsetting increase in federal Medicaid revenue to correctly
account for reimbursements of Medicaid eligible expenditures at the state mental health institutions
?? A reduction of $4 million general fund and a like increase in state special revenue from the Medicaid
intergovernmental transfer program for county funded nursing homes
?? A reduction of $1.3 million general fund and an offsetting increase in state specia revenue alcohol tax to provide
services to persons who are chemically dependent and who have a serious and disabling mental illness

Table 39

Addictive and Mental Disorders Division Funding Summary

Fiscal 2000 Legislative Appropriation Percent

Fund Source Actual Fiscal 2002 Fiscal 2003  of Total

General Fund $46,684,220 $51,904,075 $53,841,248  38.2%
Percent of Total 49.0% 38.8% 38.2%

State Special Revenue
Earmarked Alcohol Funds $2,452,905 $3,332,739 $3,588,765 2.5%
County Revenue - Intergovern. Trans. 0 2,356,155 $2,365,564 1.7%
Managed Care Rev. MMHNCC 2,734,476 350,000 $380,000 0.3%
Drug Rebate Collections 0 265,000 $305,497 0.2%
Tobacco Interest Constitutional Trust 0 150,209 $261,736 0.2%
MSH Canteen 41,209 41,209 $41,209 0.0%
MMHNCC Donations 5,957 5,957 $5,957 0.0%
MSH Donations 4,045 4,045 $4,045 0.0%
Conference Donations 1,280 1,280 $1,280 0.0%
Managed Care Rev. - MSH 552,126 0 $0 0.0%
Indirect/Cost Allocation Funds 24,562 2,173 $2,319 0.0%

Subtotal State Special Revenue 4.9%
Percent of Total 6.1% 4.9% 4.9%

Federal Funds
Medicaid Benefits $35,770,440 $ 55,758,735 $ 60,416,383  42.8%
Substance Abuse Block Grant 4,528,512 6,256,505 6,256,543 4.4%
Medicaid Administration 1,018,049 5,587,486 5,647,186 4.0%
ADAD Needs ASM Study 0 3,594,483 3,594,483 2.5%
CHIP Grant 0 2,614,536 2,678,822 1.9%
Mental Health Block Grant 871,537 1,213,398 1,213,398 0.9%
Mental Health - Homeless 306,034 306,034 306,034 0.2%
Misc. Mental Health Funds 126,946 0 0 0.0%
Indirect/Cost Allocation Funds 192,720 187,602 189,398 0.1%

Subtotal Federal Funds $42,814,238 $75,518,779 $ 80,302,247  56.9%
Percent of Total 44.9% 56.4% 56.9%

Tota Funds $95,315,018 $ 133,931,621 $ 141,099,867

Increase Above Base

Annual Rate of Change from 2000 Base

40.5%

18.5%

48.0%

14.0%

100%

Funding

Table 39 shows division funding for the base budget
compared to the 2003 biennium appropriation.
Genera fund declines from 49 percent of total fisca
2000 expenditures to about 38 percent in fiscal 2003.
The reduction is due in part to replacing $2 million
general fund each year with county funds state
specia revenue from the Medicaid intergovernmental
transfer program for county nursing homes
administered by the Senior and Long-Term Care
Division.

General fund pays most of the state match for mental
health Medicaid services and administration, adult
services provided by MHSP and the state match for
CHIP federal grant funds for children's MHSP
services, the majority of state institution costs, a
share of divison administrative costs, and a small
portion of Medicaid chemical dependency services.

Alcohaol taxes are the most significant state special
revenue source and fund the state match for Medicaid
chemical dependency services, a share of MCDC
costs, a share of costs to treat persons who are
mentally ill and chemically dependent, and chemical
dependency services provided by state approved
programs to persons with incomes above the
Medicaid digibility standard, but less than 200
percent of the federal poverty level ($35,300 for a

family of four in 2001). The legislature directed AMDD to implement a Medicaid intergovernmental transfer program for
chemical dependency services and approved the executive request for an intergovernmental transfer program for mental
health services, appropriating county funds state special revenue to support the nonfederal share of costs. State special
revenue for support of the nursing care center and state hospital decline from base budget expenditures since Medicaid
ingtitutional reimbursements were appropriated in the federal special revenue fund type as required by statute. The
remaining $350,000 supports a Medicaid pharmacy rebate program for the nursing care center. Drug rebate collections
are anticipated payments from drug manufacturers that chose to participate in the rebate program for the state MHSP

program.
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Medicaid provider rate increases. Indirect cost allocation funds are assessments from state specia revenue funds that
support administrative costs. Remaining state specia revenue sources support institutions and mental health conference
Ccosts.

Federal funds rise as a percent of AMDD appropriations from 45 percent of base budget expenditures to 57 percent of the
fiscal 2003 appropriation. Medicaid program expansions account for the majority of the increase and federal Medicaid
funds are the single largest funding source supporting 47 percent of the fiscal 2003 AMDD appropriation when service
and administrative costs are combined. Three federal block grants for chemical dependency services and needs
assessment comprise 7 percent of the total division appropriation. Federal CHIP funds pay the match for children’s
mental health services. Two federal block grants support community services for persons with mental illness and some
services for the homeless mentally ill. Indirect funds are assessments from federal funding sources to support shared
administrative costs.

; semen Table 40
Alcohol Tax Revenue and Disbur ) Ls Earmarked Alcohol Tax Revenue and Expenditures
Table 40 shows the revenue and disbursements Fiscal 2000 Actuals Through Fiscal 2003 Appropriations
from the acohol tax from fisca 2000 actual Revenue/Expenditures Legislative Appropriations  Percent
expenditures through fiscal 2003 estimates and Fund Balance Fiscal 2000 Fiscal 2001* Fiscal 2002* Fiscal 2003* _ of Total
approprlatlons. Th_e depar 'tment receives an Beginning Balance** $245201  $738,720 ($0) ($0)
alocation of the liquor license tax, which Revenues
accounts for the most significant share of tax Liquor License $2,986,407 $3,134,000 $3,297,000 $3,487,000 67.8%
i Beer Tax 840281 875972 909,291 949,215 18.5%
proceeds, as well as a share of wine and beer
’ : Wine Tax 547,706 571,330 596,750 623,410 12.1%
taxes. A small amount of revenue is due to cost Cost Recovery for MCDC 74150 76755 79360 8965 1.6%
recovery at MCDC. Revenues are expected to Total Revenue $4,448544 $4,658057 $4,882401 $5141500  100.0%
grow by about 5 percent per year through the | Annua Percent Change 4.7% 4.8% 5.3%
2003 biennium. Total Funds Available $4,693,745 $5,396,777 $4,882400 $5,141,590
P Disbursements
The largest appropriation made from the account Chemical Dependency Cnitr ~ $2,395,331  $2490,488 $1,940478 $1652331  32.1%
is for operation of MCDC. The amount declines Medicaid Services’Admin. 0 1376 768,049 1,098,093 21.4%
P : : Distribution to Counties*** 999,999 1,398,179 1,051,117 1,046,685 20.4%
from the 2001 bienni L_Jm because an increasing Mental Health Services 0 735000 526,116 747,181 14.5%
share of the MCDC is funded by the federa Justice - Equipment 303202 300912 303205 303,205 5.9%
H Indigent Y outh Treatment 0 164,236 0 0 0.0%
chemical dependency block grant and the a cohol CD Operations 57,634 112,880 96,635 96,925 1.9%
funds that formerly supported MCDC are Cost Allocated Admin. 88587 82481 91,245 91,245 1.8%
i i nai Quality Assrnce. - Licensure 57,227 67,614 57,834 58,204 11%
appmpr iated for the State Medicaid match for .the Pine Hills 25,523 25,523 25,523 25,523 0.5%
expansion of Medicaid to cover chemical Commerce - POL Board 2752 18088 22199 22199 04%
dependency services. Total Disbursements $3,955,025 $5396,777 $4,882401 $5141501  100.0%
Disbursements from the account should fully | EndingFundBaance $128,720 Y Y Y
expend the revenues because the balance
remaini ng after the |eg| dature makes *Estimated revenues are based on Revenue and Taxation Committee action and 2003 biennium costs
L f th t is statutoril are based on the legislative appropriation. Fiscal 2001 expenditures are based on DPHHS budget
appropr!atlons rom _e 6'\CCOUI'] IS .U o y status report 3/31/01 and the appropriated amount for other agencies. Potential pay plan increases
appropriated for distribution to counties for are not included. 3
. **Fiscal 2000 beginning balance includes $245,201 due to cancellation of afiscal 1999 accrual .
pUI’pOSG.S pertal r_nng to the prObIemS of ***Beginning in fiscal 2001 distribution to countiesis estimated to be total funds after all other
alcoholism (Section 53-24-206(3)(b) and (c), appropriations are expended.
MCA). The legidature accepted the executive

recommendation to spend about $1.3 million of

alcohol tax proceeds to fund services in the 2003 biennium for persons who are chemically dependent and mentally ill.
The legidature passed SB 264 to alow the expenditure of funds and also amended statute to require that DPHHS
distribute at least $1 million to counties and that no more than $1.3 million of alcohol tax funds be expended to support
mental health services during a biennium. The provision sunsets July 1, 2003.

DPHHS plans to spend about $500,000 more alcohol tax than was appropriated by the legislature in fiscal 2001 to: 1)
offset $162,236 of general fund appropriated for indigent youth acohol treatment; 2) increase funding for mental health
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services by $235,000; and 3) fund administration of chemical dependency with $112,880. If DPHHS had not increased
expenditures from acohol taxes, the transfer to counties would have been increased by those amounts. Additionally, the
supplemental appropriation for fiscal 2001 was understated by about that amount as well, since use of alcohol taxes will
offset general fund costs.

Other state agency costs that are appropriated from the DPHHS allocation of acohol taxes include:
?? Administrative functions within DPHHS for operation of the chemical dependency programs including licensure of
local programs
Equipment, such as breathalyzers, for use by highway patrolmen in the Department of Justice
Treatment programs at Pine Hills Y outh Correctiona Facility managed by the Department of Corrections
? The Professional and Occupational Licensing Board for certification and licensure of chemica dependency
counselors in the Department of Commerce

333

2003 Biennium Appropriation by Major Function and Service

Table 41 shows the total division budget request and major components of the division appropriation compared to base
budget expenditures. The table also shows the share of the total division budget for each major component and the
compounded annual rates of change from fiscal 2000 to fiscal 2003 for the total budget and each major component.
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Table41
Addictive and Mental Disorders Division Base Expenditures and 2003 Biennium Appropriation

Budget Component Fiscal 2000 Base Budget Fiscal 2002 Legidative Appropriation Fiscal 2003 Legislative Appropriation Percent
Function/Benefit General Fund SSR Federa Total General Fund SSR Federa Total General Fund SSR Federal Tota of Total
Total Division

Division Admin. $570,746 $24,562 $192,808 $788,116 $569,779 $24,823 $194,609 $789,211 $575,477 $25,066 $196,433 $796,976 0.6%
Mental Health* 45,907,217 3,339,105 37,966,034 87,212,356 51,173,367 3453930 62,361,125 116,988,422 53,117,696 3,855,469 66,256,036 123,229,201  87.3%
Addiction Services 206,257 2,452,893 4,655,396 7,314,546 160,929 3,030,014 12,963,045 16,153,988 148,075 3,075,837 13,849,778  17,073690 12.1%
Total Division $46,684,220 $5,816,560 $42,814,238 $95,315,018 $51,904,075 $6,508,767 $75,518,779 $133931,621 | $53,841,248 $6,956,372  $80,302,247 $141,099,867 100.0%
Percent of Total 49.0% 6.1% 44.9% 100.0%, 38.8% 4.9% 56.4% 100.0%| 38.2% 4.9% 56.9% 100.0%

Annual Rate of Change 5.4% 5.8% 32.8% 18.5% 4.9% 6.1% 23.3% 14.0%

State Ingtitution Costs

State Hospital $15,827,699  $597,380 $0  $16,425,079 $19,019,875  $120,254 $552,126  $19,692,255 | $19,190,731 $120,254 $552,126  $19,863,111 14.1%
Nursing Care Center 3,247,585 2,740,445 0 5,988,030 3,432,058 355,957 2,734,488 6,522,503 3,478,501 385,957 2,734,488 6,598,946 4.7%
Chemical Dependency 0 2,395,259 0 2,395,259 0 _1916,132 742,324 2,658,456 0 _ 1,624,623 1,072,284 2,696,907 1.9%
Center
Subtotal Institutions $19,075.284 $5,733,084 50 $24,808,368 $22451,933 $2392.343 $4.028938 $28.87/3214 | $22,669.232 $2,130.834 $4,358,.898 $29,158964  20./%
Percent of Total Division 40.9% 98.6% 0.0% 26.0% 43.3% 36.8% 5.3% 21.6% 42.1% 30.6% 5.4% 20.7%
Annual Rate of Change from Base 8.5% -35.4% 7.9% 5.9% -28.1% 5.5%
Grants
Mental Health Services
Community Grants $936,425 $0 $0 $936,425 $936,425 $0 $0 $936,425 $936,425 $0 $0 $936,425 0.7%
PATH/Homeless Srvs 99,103 0 306,034 405,137 99,103 0 306,034 405,137 99,103 0 306,034 405,137 0.3%
Group Home Start Up 75,000 0 0 75,000 0 0 0 0 0 0 0 0 0.0%
Addiction Services
Community Services 0 0 4,078,841 4,078,841 0 0 4,970,223 4,970,223 0 0 4,638,407 4,638,407 3.3%
Local Needs Assmt. 0 0 0 0 0 0 3,142,483 3,142,483 0 0 3,142,483 3,142,483 2.2%
Indigent Youth 162,610 0 0 162,610 0 0 0 0 0 0 0 0 0.0%
Subtotal Grants $1.273,138 $0 $4.384.875 $5,658,013 $1,035,528 $0 $8418.740 $0,454,268 $1,035,528 £ $8.086,924  $9,122.452 6.5%
Percent of Total Division 2.7% 0.0% 10.2% 5.9% 2.0% 0.0% 11.1% 7.1% 1.9% 0.0% 10.1% 6.5%
Annual Rate of Change from Base -9.8% 38.6% 29.3%) -6.7% 22.6% 17.3%
Benefits
Medicaid
Mental Health* $14,960,489 $0 $35,770417  $50,730,906 $16,082,466 $2,256,364 $52,668,440 $71,007,270 | $17,098575 $2,370,300 $56,439,459 $75,908,334  53.8%
Addiction Services 0 0 0 0 161,549 989,469 3,093,150 4,244,168 148,697 1,323,036 3,983,172 5,454,905 3.9%
Mental Health Srvs Plan* 9,799,136 0 871,537 10,670,673 9,906,117 720,075 3,827,934 14,454,126 10,582,624 977,678 3,892,220 15,452,522 11.0%
Adjustment 0 0 44 44 0 0 4 4 0 0 44 44 0.0%
Subtotal Benefits $24,759,625 $0 $36.641.998  $61.401.623 $26,150,132 $3,965.908 $59,589.568 $89,705.608 | $27.829.896 $4.671.014 $64.314895 $96.815805 68.6%
Percent of Total Division 53.0% 0.0% 85.6% 64.4% 50.4% 60.9% 78.9% 67.0% 51.7% 67.1% 80.1% 68.6%
Annual Rate of Change from Base 2.8% 27.5% 20.9%) 4.0% 20.6% 16.4%

*The $4 million general fund supplemental appropriation request for fiscal 2000 mental health services costsis not included in these totals.
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The total division appropriation grows 14 percent annually from the fiscal 2000 base budget through the fiscal 2003. The
growth is driven by increases in benefit and grant expenditures. Federal spending increases the most, rising at an annual
compounded rate of 23 percent. Growth in federal appropriations is related to increases in overall Medicaid costs, the
increased federal match rate for Medicaid costs, and higher federal block grants.

State institutions costs account for about 21 percent of the fiscal 2003 budget request, and support for the mental health
institutions constitutes 42 percent of the total general fund appropriated for the division in fiscal 2003.

Grants are 6.5 percent of the total divison budget and dightly less than 2 percent of the fiscal 2003 general fund
appropriation. The two largest grants are for community services and local needs assessment for addiction services and
prevention. Both are funded by federal block grants and together comprise 5 percent of the total division budget request
in fiscal 2003. A small general fund grant of $162,610 funded residential treatment services for low-income youth in the
base budget year but is transferred in the 2003 biennium to pay part of the state Medicaid match for chemical dependency
services.

Mental health community grants include contracts for crisis services and drop-in centers and are fully funded from the
general fund. The PATH federal block grant supports outreach services to identify homeless mentally ill people and help
them find housing. PATH services are funded from the block grant and about $100,000 general fund. A $75,000 grant
from the general fund funded start-up of an 8-bed group home for adults in fiscal 2000. The grant is not continued in the
2003 biennium.

Benefits expenditures account for 69 percent of the total and 52 percent of the general fund fiscal 2003 appropriation.
Benefits are the most significant divison expenditure and also one of the fastest growing expenditures. Benefit
appropriations increase at an annual compounded rate of 16 percent between fiscal 2000 and fiscal 2003. Grant
expenditures increase about 17 percent annually over the same time period.

Medicaid mental health services are the most significant benefit expenditure, accounting for 54 percent of the fiscal 2003
appropriation. The division initiated an expansion of Medicaid services to fund chemical dependency services in fisca
2001 that is expected to reach about $4.5 million total funds by fiscal 2003. Medicaid services are funded about 27
percent state funds and 73 percent federal funds in the 2003 biennium.

MHSP is the second largest benefit with 11 percent of the total division appropriation in fiscal 2003. MHSP services are
funded from the general fund and the federal mental health block grant in the base year budget. In the 2003 biennium, $7
million in federal CHIP matching funds support mental health services for children who are eligible for CHIP and MHSP.
The federal CHIP offset as well as other reductions and changes to children’s services result in the negligible growth in
the general fund cost of MHSP - $0.8 million over the 2003 biennium compared to atotal increase of $8.6 million.

Mental Health Services 2001 Supplemental Appropriation and | mpacts to 2003 Biennium

The legidature accepted several executive initiatives due to cost over-runs in mental health services during the 2001
biennium that impacted services and general fund appropriations in the 2003 biennium, in addition to approving an $11.4
million genera fund supplemental appropriation. While all mental health services contributed to the cost over-run, the
most significant funding and programmatic changes and service reductions were made to MHSP, particularly children’s
services. The executive made some changes in early fiscal 2001 in advance of the legislative session to control costs
including:

?? Capping enrollment in the MHSP program

?? Expanding the CHIP program to alow federal matching funds to offset the general fund cost of MHSP services for
children €ligible for both MHSP and CHIP
Reducing rates for partial hospitalization services for children
Instituting a utilization review program to identify and access appropriate lower cost, community servicesin lieu of
higher end more costly institutional or out-of-state services

7?
7?
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Initially these changes were believed to be sufficient to fully or partially offset a projected $4 million general fund cost
over-run in fiscal 2000. However, revised estimates in December 2000 indicated a 2001 biennium shortfall of $15.9
million genera fund for mental health services, with a net supplementa request for $11.9 million after consideration of
several general fund cost saving measures and funding switches. However, shortly after the legislature convened, the
shortfall for mental health services was revised to $17.8 million general fund, with a net supplemental request of $11.4
million genera fund as approved in HB 3.

Table 42 shows the executive estimate of general fund cost over-runs in mental health services, the offsetting reductions
and fund switches, and the net general fund supplemental request approved by the legislature. Funding switches of nearly
$3 million provided the greatest general fund reduction, followed closely by savings in other program general fund
appropriations and institutional revenue increases in Medicare reimbursement at the state hospital.

Expansion of CHIP to fund MSHP services for

children eligible for both CHIP and MSHP _ Table 42 .
was the most significant cost oOffsat Mental Health Services General Fund Cost Over-Run, Offsets, Fund Switches

. and Net Supplemental Appropriation - 2001 Biennium
comprising 35 percent of the general fund PP pRrop

Sa\/ingS. Reductions in children’'s services Service and Cost Over-run/ 2001 Biennium  Percent
generated an eglmated general fund cost Cost Saving Measure/Net Increase Fiscal 2000 Fiscal 2001 Total of Total
savings of $0.8 million in fisca 2001. Cost Over-run

Although one of the proposed changes Medicaid Services $4,309,515  $3,356,179 $7,665,694 42.9%
impacted MHSP adult services (elimination of MHSP Services 766,033 4,413,553 5,179,586 29.0%
partial hospitalization as a covered Service), | o Sevices s  aeTm absme  imm

the executive did not reduce fiscal 2001 or Subtotel General Fund Cost O ;
2003 biennium program cost estimates for otal General Fund Cost Over-run - $1.053.196 $10803529  $17.850.723  100.0%

adults to reflect that change. The program | General Fund Offsets/Cost Reductions
reductions implemented March 1, 2001 that | Mental Health Services Related Reductions/Offsets

H Use CHIP Federal Matching Funds ($2,285,181) 35.4%
were recommende_d by !:he eX.eCUtlve and Eliminate Services for Children not CHIP Eligible** (761,801) 11.8%
accepted by the legislature include: Alcohol Tax Revenue to Offset General Fund (500,0000  7.7%
?? Elimination of partia| hospitalizati on TANF Maintenance of Effort - Children's Basic Services** (318,634) 4.9%
. Mental Health Block Grant Increase (138,750) 2.1%
Services Caseload Estimate Revision (71,590) 1.1%
?? Elimination of targeted case Eliminate Case Management - Children (33,781) 0.5%
. . Eliminate Partial Hospitalization (19,212) 0.3%
me_;nagement and care coordination for | ;. oal Actions

children Other Programs with Savings/Institutional Revenues (2,100,042) 32.5%
22 Reduction in services for children Travel/Hiring Restrictions (228,391) 3.5%
eligible for MHSP but not CHIP Subtotal Offsets/Cost Reductions ($6,457,382)  100.0%

General Fund Reduction as Percent of Total Cost Over-run -36.2%

Refinanci ng MHSP general fund expendltur& Net General Fund Supplemental for Mental Health Services $11.399.341

for children who are not eligible for CHIP

with TANF general fund maintenance of effort *The cost over-run estimates where those provided by the executive to the legislature 2/12/01
. and 3/5/01.

Offset $318’634 and executive caseload ** A program to continue in-home and community services for 125 children was instituted and

revisions lowered the S,Ippl emental cost by funded with general fund from the TANF block grant maintenance of effort.

$71,590. Travel and hiring restrictions

implemented after the legislature convened

saved another $228,391.

2003 Biennium MHSP General Fund Offsets and Cost Reductions

The fiscal 2001 changes made to MHSP had a more significant impact to general fund costs in the 2003 biennium and the
legislature accepted one additional executive recommendation to use $1.3 million in state special acohol tax funds to
provide services to adults eligible for MHSP who aso are chemically dependent. The legislature passed SB 264 to allow
use of alcohol taxes for mental health services. Table 43 shows the general fund cost reductions and offsets for MHSP,
which totaled $11 million over the 2003 biennium.
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Table 43
MHSP General Fund Cost Offsets and Funding Switches - 2003 Biennium
Total Percent

Funding Switches/Cost Reductions Fiscal 2002 Fiscal 2003 2003 Biennium of Total
Use CHIP Federa Matching Funds $2,614,536 $2,678,822 $5,293,358 48.6%
Service Reductions:* 2,086,215 1,858,149 3,944,364 36.2%

No Services Unless CHIP Eligible - Children**

Eliminate Case Management - Children

Eliminate Partial Hospitalization
Alcohol Tax Funds Offset 530,075 747,181 1,277,256 11.7%
Mental Health Block Grant Increase 185,000 185,000 370,000 3.4%
Sub Total Offsets/Cost Reductions $5,415,826  $5,469,152  $10,884,978 100.0%

*The cost of service reductions was partialy offset by other MHSP cost increases such as pharmacy
inflation for adults. The legislature appropriated the net cost savings due to children's services
reductions for community services and incentives to reduce the adult state hospital population.

** A program to continue in-home community services for 125 children was instituted and funded

with general fund from the TANF block grant maintenance of effort.

The two most significant changes ($9 million
over the 2003 biennium and 85 percent of the
total) are expansion of CHIP to cover menta
health services for children eligible for both
MHSP and CHIP and the reductions in
children's MHSP services. The legidature
diverted the general fund savings from the
service reductions to fund 6.0 new FTE and
planning for the new regional mental health
system and development of community
services and incentives to reduce the adult
population at the state hospital.

Separate Sate Program for Children's
Basic Mental Health Services
The legidature also reallocated $1.3 million of

the general fund that supports the state
maintenance of effort for the TANF block

grant for a new program to provide basic mental health services for children. The department was authorized to use
TANF block grant funds to support the expenditures previously paid by the diverted general fund.

Basic mental health services include community and in-home services and will be limited to 125 children annually. In
order to be eligible, the child must meet the following eligibility criteria for the MHSP program: 1) be diagnosed with a
serious emotional disturbance; and 2) have family income less than 150 percent of the federal poverty level. Services
such as inpatient hospitalization and therapeutic group home are not covered.

MHSP Appropriation and Cost per Recipient

The legislature accepted the executive estimate of MHSP and Children’s Basic Services costs. Table 44 shows the
estimated average monthly number of persons eligible and number of recipients, average monthly cost for each recipient,
the total annual cost by type of eligibility and the total annua cost. Medicaid funded services are not included in the

table. State administered programs with enrollment limits are included.

Table 44

Monthly Number of Persons Eligible, Recipients, and Monthly Cost and Total Annual Cost
State Funded Community Mental Health Services*

Fiscal 2002 Fiscal 2003
Serviceby Age Monthly Number Monthly Annual Percent| Monthly Number ~ Monthly Annual Percent
of Person Eligibles Recipients Cost/Recip. Cost/Recip. of Total| Eligibles Recipients Cost/Recip. Cost/Recip. of Tota
Mental Health Services Plan
Children 320 256 $1,03840  $3,189,965 22.6% 320 256 $1,03840  $3,189,965 21.7%
Adults 3212 2248 380.64 10,268,145  72.8% 3212 2248 401.74 10,837,338  73.7%
Children's Basic 125 100 539.96 647,952 4.6% 125 100 559.94 671,928 4.6%
Mental Health Services
Total Annual Cost $14,106,061 $14,699,231

*This table does not include information on the Medicaid program. This table includes information on state administered mental health
services programs that are subject to enrollment limits. Information in thistable is based on the executive estimate of benefit costs.
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The average number of persons dligible and receiving services remains constant throughout the 2003 biennium. MHSP
children’s services are estimated to cost the most each month - $1,038. The monthly cost for MHSP children’s services
do not change because the services are part of CHIP and cost is subject to bid by insurance companies. The average
monthly cost of an adult MHSP recipient and of a child receiving basic mental health services rise between fiscal 2002
and 2003 due to provider rate increases and inflation in the cost of drugs. AMDD will manage the program by adjusting
the number of persons eligible for service as cost projections and the number of monthly recipients changes.

SB 466 clarified mental health commitment laws with respect to treatment in a community facility, program or course of
treatment. The bill also requires the department to create a funding category for persons in community commitments
within existing mental health service program dligibility parameters and funding.

L egidative Finance Committee I nterim Study

The Legidative Finance Committee (LFC) studied public mental health services during the 2001 biennium interim as
directed by HIR 35. As part of its study recommendations, the LFC recommended six bills and requested that the Health
and Human Services Joint Appropriation Subcommittee review several issues. Each of the bills recommended by the
LFC passed. They are:

?? HJIR 1, an interim study of menta health services by a joint interim subcommittee of the LFC, Legidative Audit
Committee, Children, Families, Hedth, and Human Services, Law, Justice, and Indian Affairs, and State
Adminigtration, Public Retirement Systems, and Veterans' Affairs interim committees to monitor the continued
development of appropriate and effective community services to serve persons in the least restrictive environment,
the cost-effective provision of services, and the use of best practices, including the evolution of more sophisticated
case management, issues of commitment to community facilities, programs, and treatment and involuntary
medication identified in the 1999-2000 interim process, and issues of mental health services with respect to
corrections and veterans' affairs

?? SJIR 2 to support the executive proposal adopted by the legidature to fund training for law enforcement and other

persons who deal with persons with a serious and disabling mental illness

SB 82 to revise laws on public mental health system and managed care

SB 107 to allow teleconferencing in all mental health proceedings at the agreement of the respondent or patient

SB 108 to define Advanced Practice Registered Nurses (APRN) (masters-level) with a clinical specialty in
psychiatric mental health nursing as "professional persons’ for the purposes of the mental health laws, which allows
them to testify in court proceedings and to order medication in a mental health facility

?? SB 135 revises mental health ombudsman laws

NIENRN

Each issue that the L FC requested be reviewed and the subcommittee action with respect to it are listed:
?? Issue - Ensure that MHSP financial eligibility for children eligible for both MHSP and CHIP be established at the
same level asfinancia eligibility for CHIP
?? Action — Accepted the executive recommendation to eliminate MSHP services for children not eligible for CHIP, so
issue is moot
?? Issue - Review updated estimates to expand MHSP financia eligibility and cost sharing options initiated during the
HJR 35 study
?? Action — Undertook review and determined that cost over-runs in mental health services and resultant service
reductions precluded expansion
?? Issue - Review the DPHHS calculation of the average cost of providing mental health services by system component
and age of recipient, and the average cost of a high-end user of mental health services by system component and age
of recipient
Action — DPHHS provided the information requested and subcommittee reviewed such costs
Issue - Closely evaluate the appropriation request for MSH, and particularly the estimate of the average daily
population (ADP) for the facility
?? Action - Reviewed DPHHS estimates and appropriated additional funds that could be used to fund services to help
reduce the state hospital population or support higher estimated popul ations at the state hospital

33
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?? Issue - Review guidelines and implementation by DPHHS of providing federal Medicaid matching funds to local
government for the cost of transporting Medicaid eligible persons to medical facilities, other than MSH

?? Action — DPHHS provided information on Medicaid reimbursement, but did not provide a specific implementation
plan or date

Issue - Review the DPHHS case management model that was to be devel oped in response to a request from the LFC
Action — DPHHS provided testimony to subcommittee on types of case management models, but did not elaborate
on a specific one that it would use; legislature accepted executive recommendation to eliminate case management as
acovered service for children

33

Mental Health Consultantsto AMDD
The 1999 legidlature passed SB 534 in order to guide development of the mental health system after cancellation of the
statewide managed care contract in late fiscal 1999. As part of that effort, the legislature enacted a requirement that
DPHHS contract with consultants. Section 53-21-702, MCA requires DPHHS to:
"contract with an independent professional consulting firm that is knowledgeable and experienced in developing
managed mental health care systems. The department shall require, as part of the contract, that the consulting firm
make regular reports to the Legidative Finance Committee and any other appropriate legislative interim
committee. Reports must be made at least every 6 months and must include information about the development
and implementation of the new mental health managed care system."

The subcommittee reviewed the consultant’s final recommendations. The subcommittee requested that DPHHS provide a
management plan on how it will develop and implement a new regional mental health system, which it reviewed. The
subcommittee also appropriated $1 million over the biennium and funded 4.0 FTE to ensure that DPHHS had adequate
resources to undertake development of aregional system.

AMDD State Institution Appropriation and Average Daily Population

Table 45 shows the base budget, 2003 biennium appropriation, actual and estimated average daily population, and actual
and estimated daily cost for each state ingtitution managed by AMDD. The 2003 biennium appropriations for al
institutions rise due to inflation in prescription costs, overtime, shift differential, and holiday pay.
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The state hospital is the largest ingtitution
administered by AMDD, providing services for an
estimated 165 persons each day at an estimated daily
cost of $330 per day (prior to alocation of pay plan)
in fiscal 2003. The average daily and annual cost of
state hospital services are aimost three times greater
than either the nursing care center or MCDC. The
higher cost at the state hospital is due to higher
staffing ratios, with a staffing ratio of dightly more
than 1.0 FTE for each person receiving care.

The state hospital costs shown in Table 45 include
the supplemental appropriation (and staff) in fiscal
2000 and an appropriation of $2.4 million general
fund over the 2003 biennium. The legislature
approved the executive request for the extra $2.4
million funded from lower than anticipated MHSP
costs for several uses: higher than estimated state
hospital population; community services and
incentives to lower the state hospital population; and
activities to help reduce mental health services costs
and redirect persons to lower cost services when
appropriate. The $2.4 million isincluded in the state
hospital appropriation despite its potential use in
other program areas, because the legislature was
concerned that the average daily population may be
greater than  165. During  appropriation
subcommittee hearings the state hospital population
ranged from 170 to 190 persons.

The nursing care center 2003 biennium appropriation
anticipates an average daily population of 145 and an
average daily cost of $125 in fiscal 2003. MCDC is
the smallest institution administered by AMDD with
an estimated daily population of 61 in fiscal 2003
with an average daily costs of $121.

The following tables show al present law
adjustments and new proposals approved by the
legidature for AMDD. Each present law adjustment
and new proposal will be discussed in one of the

Table 45
Addictive and Mental Disorders Division
Actual and Appropriated State Institutional Costs
Fiscal 2000  Fiscal 2002 Fiscal 2003

Institution Base Appropriation  Appropriation
Montana State Hospital*
FTE* 360.80 361.80 361.80
Total Cost/Appropriation* $18,425,079  $19,692,255 $19,863,111
Average Daily Population 158 165 165
Annua Costs Per Person $116,614 $119,347 $120,382
Annual Days of Care 57,670 60,225 60,225
Average Cost Per Day of Care $319 $327 $330
Percent Increase 2.3% 0.9%
Montana Mental Health Nursing Care Center
FTE 144.27 144.26 144.26
Total Cost/Appropriation $5,988,030 $6,522,503 $6,598,946
Average Daily Population 144 145 145
Annua Costs Per Person $41,584 $44,983 $45,510
Annual Days of Care 52,560 52,925 52,925
Average Cost Per Day of Care $114 $123 $125
Percent Increase 8.2% 1.2%
Montana Chemical Dependency Center
FTE 44.35 44.35 44.35
Total Cost/Appropriation $2,395,259 $2,658,456 $2,696,907
Average Daily Population 50 61 61
Annual Costs Per Person $47,905 $43,581 $44,212
Annual Days of Care 18,250 22,265 22,265
Average Cost Per Day of Care $131 $119 $121
Percent Increase -9.0% 1.4%
*Fiscal 2000 MSH costs include the supplemental appropriation and modified

FTE that were hired in fiscal 2000. Fiscal 2002/2003 costs include 2.0 FTE

and $2.4 million general fund that can be used to pay MSH costs, enhance

community services, and fund staff or utilization review activities that reduce

the need for inpatient and institutional care.

following sub-program narratives: Mental Health Services;, Addiction Treatment and Prevention Services, and Division

Administration.
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
FTE State Federa Total State Federal Total
Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 1,003,453 1,121,118
Vacancy Savings (563,999) (567,529)
Inflation/Deflation 79,592 60,161
Fixed Costs 64,406 70,332
Total Statewide Present Law Adjustments $583,452 $684,082
DP 1 - MSH Funding for Ongoing Costs
27.00 997,945 0 0 997,945 27.00 1,001,566 0 0 1,001,566
DP 2 - FY00-FY 01 Screening Contract
0.00 143 0 429 572 0.00 143 0 429 572
DP 3 - Indigent Y outh Alcohol Treatment
0.00 1,626 0 0 1,626 0.00 1,626 0 0 1,626
DP 26 - Mental Health Block Grant Increase
0.00 (185,000) 0 341,861 156,861 0.00 (185,000) 0 341,861 156,861
DP 28 - MCDC Holiday, OT, Differential Pay
0.00 0 48,636 0 48,636 0.00 0 50,095 0 50,095
DP 29 —MCDC Food and Rent Inflation FY02 & FY03
0.00 0 37,281 0 37,281 0.00 0 62,366 0 62,366
DP 38 - Frontier Rate Annualization
0.00 0 106,155 285,273 391,428 0.00 0 108,564 293,824 402,388
DP 50 - Caseload/Utilization Increase - MHSP Benefits
0.00 (573,782) 0 2,144,363 1,570,581 0.00 (207,765) 0 2,177,068 1,969,303
DP 51 - MHSP Executive Caseload Estimates
0.00 490,560 0 440,152 930,712 0.00 663,907 0 410,317 1,074,224
DP 52 - Caseload/Utilization Increase - Medicaid
0.00 2,943,157 0 15,728,518 18,671,675 0.00 3,565,498 0 18,116,320 21,681,818
DP 74 - MMHNCC Holiday, OT, Differential Pay
0.00 271,028 0 0 271,028 0.00 279,159 0 0 279,159
DP 76 - MSH Holiday, OT, Differential Pay
0.00 733,374 0 0 733,374 0.00 755,375 0 0 755,375
DP 82 - Family & Consumer Services Training
0.00 21,875 0 13,125 35,000 0.00 21,875 0 13,125 35,000
DP 86 - Fund MHSP Pharmacy Rebates
0.00 0 265,000 0 265,000 0.00 0 305,497 0 305,497
DP 199 — MHSP Eligibility Staffing
6. 144,459 0 48,153 192,612 6.00 144,953 0 48,317 193,270
DP 414 - Federal Authority for Support of Institutions
0.00 0  (3,286,614) 3,286,614 0 0.00 0 (3,286,614) 3,286,614 0
DP 696 - Data Network Fixed Cost Reduction
0.00 (43) 0 0 (43) 0.00 (43) 0 0 (43)
DP 698 - Rent Reduction - Use of Capitol Land Grant
0.00 (6,410) 0 0 (6,410) 0.00 (6,432) 0 0 (6,432)
DP 699 - Vacancy Savings at 4 Percent
0.00 (253,505) (22,879) (8,802 (285,186) 0.00 (254,598) (22,978) (8,844) (286,420)
DP 988 - Annualization of Utilization Review & Management
0.00 214,324 0 841,063 1,055,387 0.00 246,991 0 898,511 1,145,502
DP 992 - Discontinue OJIDP Combating Underage Drinking
0.00 0 0 (126,946) (126,946) 0.00 0 0 (126,946) (126,946)
DP 993 - MMHNCC Medicaid Peatient Pharmacy Program
0.00 0 350,000 0 350,000 0.00 0 380,000 0 380,000
DP 994 - Substance Abuse Prevention & Treatment Block Grant
0.00 0 0 1,633,706 1,633,706 0.00 0 0 1,631,850 1,631,850
DP 995 - Continue Community Incentive Grant
5.00 0 0 3,649,490 3,649,490 5.00 0 0 3,650,702 3,650,702
DP 997 - MCDC Pharmacy Cost Inflation
0.00 0 22,829 0 22,829 0.00 0 25,608 0 25,608
DP 998 - MMHNCC Pharmacy Cost Inflation
0.00 43,125 0 0 43,125 0.00 60,839 0 0 60,839
DP 999 - MSH Pharmacy Cost Inflation
0.00 171,102 0 0 171,102 0.00 256,528 0 0 256,528
Total Other Present Law Adjustments
38.00 $5,013,978 ($2,479,592)  $28,276,999  $30,811,385 38.00 $6,344,622 ($2,377,462) $30,733,148 $34,700,308
Grand Total All Present Law Adjustments $31,394,837 $35,384,390
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Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget approved by the legislature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. The other numbered
adjustments in the table correspond to the narrative descriptions.

New Proposals
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
Prgm FTE Genera Specia Specia Funds FTE General Specia Specia Funds

DP 117 - Refinance Chemical Dependency Program

33 1.00 (4,978) 25,725 2,444,192 2,464,939 1.00 (22,469) 25,809 3,307,177 3,310,517
DP 130 - Provider Rate Increases - Medicaid

33 0.00 91,457 150,209 649,432 891,098 0.00 472,749 261,736 1,987,848 2,722,333
DP 131 - Psychiatrist Access Rate Increase

33 0.00 119,782 0 234,800 354,582 0.00 137,777 0 271,050 408,827
DP 136 - Provider Rate Increase - Screening Contract

33 0.00 202 0 604 806 0.00 609 0 1,828 2,437
DP 137 - Provider Rate Increase - MHSP

33 0.00 149,907 0 30,021 179,928 0.00 474,661 0 91,437 566,098
DP 138 - Provider Rate Increase - Indigent Y outh

33 0.00 2,291 0 0 2,291 0.00 6,930 0 0 6,930
DP 193 - Law Enforcement & Criminal Justice

33 1.00 42,219 0 25,332 67,551 1.00 42,324 0 25,395 67,719
DP 408 - State Specia Alcohol Revenue Funding Switch

33 0.00 (530,075) 530,075 0 0 0.00 (747,181) 747,181 0 0
DP 411 - Basic Mental Health Services for Children

33 0.00 647,952 0 0 647,952 0.00 671,928 0 0 671,928
DP 413 - Olmstead Planning/Implementation Grant

33 0.00 0 0 20,000 20,000 0.00 0 0 20,000 20,000
DP 415 - Intergovernmental Transfer - Chemica Dependency

33 0.00 0 250,000 671,829 921,829 0.00 0 257,000 695,557 952,557
DP 417 - Funding Shift - Intergovernmental Transfer

33 0.00  (2,000,000) 2,000,000 0 0 0.00  (2,000,000) 2,000,000 0 0
DP 420 - SB 107 -- Teleconferencing During Mental Health Proceedings

33 0.00 7,800 0 0 7,800 0.00 8,190 0 0 8,190
DP 689 - FTE Reduction

33 (1.02) (20,135) 0 0 (20,135) (1.02) (20,200) 0 0 (20,200)
DP 888 - Change Funding for CD Position

33 0.00 (51,254) 38,440 12,814 0 0.00 (51,407) 38,555 12,852 0
DP 989 - Regional Mental Health System Planning

33 4.00 208,531 0 278,041 486,572 4.00 208,530 0 278,040 486,570
DP 996 - Community Incentives/State Hospital Reduction

33 2.00 1,196,553 0 0 1,196,553 2.00 1,196,553 0 0 1,196,553

Total 6.99 ($139,748) $2,994,449 $4,367,065 $7,221,766 6.99 $378,994  $3,330,281  $6,691,184  $10,400,459

New Proposals

New proposals are appropriations for new or expanded services above the cost of providing the level of service authorized
by the previous legislature. Changesin funding for services are usually considered new proposals as well.
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MENTAL HEALTH

Sub-Program L egislative Budget
PL Base New Total PL Base New Total Total
BaseBudget ~ Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 485.07 33.00 5.99 524.06 33.00 5.99 524.06 524.06|
Personal Services 17,531,571 2,164,455 265,910 19,961,936 2,296,330 269,579 20,097,480 40,059,416
Operating Expenses 6,661,039 1,867,647 1,492,437 10,021,123 2,074,969 1,490,890 10,226,898 20,248,021
Equipment 151,247 0 0 151,247 0 0 151,247 302,494
Loca Assistance 0 0 0 0 0 0 0 0
Grants 1,416,562 (75,000) 0 1,341,562 (75,000) 0 1,341,562 2,683,124
Benefits & Claims 61,401,535 21,986,257 2,073,560 85,461,352 25,590,091 4,369,186 91,360,812 176,822,164,
Transfers 0 0 0 0 0 0 0 0
Debt Service 50,402 0 800 51,202 0 800 51,202 102,404
Total Costs $87,212,356  $25,943,359 $3,832,707 $116,988422  $29,886,390 $6,130,455  $123,229,201 $240,217,623,
General Fund 45,907,217 5,351,957 (85,807) 51,173,367 6,764,539 445,940 53,117,696 104,291,063,
State/Other Special 3,339,105 (2,565,459) 2,680,284 3,453,930 (2,492,553) 3,008,917 3,855,469 7,309,399
Federal Specia 37,966,034 23,156,861 1,238,230 62,361,125 25,614,404 2,675,598 66,256,036 128,617,161,
Total Funds $87,212,356  $25,943,359 $3,832,707  $116,988,422  $29,886,390 $6,130,455  $123,229,201 $240,217,623

The Mental Health Services function includes state institutional and community mental health services for adults and
residential and community mental health services for children. MSH and MMHNCC are state institutions funded from
general fund and Medicaid funds. Matching federal Medicaid funds are available for services provided by an institution
for mental disease to persons under age 22 and over age 65. Community services are funded from federal Medicaid and
CHIP funds and general fund. The MHSP program includes services for adults with a serious and disabling mental
illness, and children eligible for CHIP who are seriously emationally disturbed and who are in families with incomes
below 150 percent of the federal poverty level.

The legislature accepted the executive plan to mitigate the 2001 biennium supplementa appropriation in mental health

services and made several changes to the Executive Budget, including service reductions in MHSP and limits on
eligibility for children.
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Present Law Adjustments
Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 714,497 816,067
Vacancy Savings (494,388) (497,435)
Inflation/Deflation 78,455 57,324
Fixed Costs 59,049 64,247
Total Statewide Present Law Adjustments $357,613 $440,203
DP 1 - MSH Funding for Ongoing Costs
27.00 997,945 0 0 997,945 27.00 1,001,566 0 0 1,001,566
DP 2 - FY00-FY 01 Screening Contract
0.00 143 0 429 572 0.00 143 0 429 572
DP 26 - Mental Health Block Grant Increase
0.00 (185,000) 0 341,861 156,861 0.00 (185,000) 0 341,861 156,861
DP 38 - Frontier Rate Annualization
0.00 0 106,155 285,273 391,428 0.00 0 108,564 293,824 402,388
DP 50 - Caseload/Utilization Increase - MHSP Benefits
0.00 (573,782) 0 2,144,363 1,570,581 0.00 (207,765) 0 2,177,068 1,969,303
DP 51 - MHSP Executive Caseload Estimates
0.00 490,560 0 440,152 930,712 0.00 663,907 0 410,317 1,074,224
DP 52 - Caseload/Utilization Increase - Medicaid
0.00 2,943,157 0 15,728,518 18,671,675 0.00 3,565,498 0 18,116,320 21,681,818
DP 74 - MMHNCC Holiday, OT, Differential Pay
0.00 271,028 0 0 271,028 0.00 279,159 0 0 279,159
DP 76 - MSH Holiday, OT, Differential Pay
0.00 733,374 0 0 733,374 0.00 755,375 0 0 755,375
DP 82 - Family & Consumer Services Training
0.00 21,875 0 13,125 35,000 0.00 21,875 0 13,125 35,000
DP 86 - Fund MHSP Pharmacy Rebates
0.00 0 265,000 0 265,000 0.00 0 305,497 0 305,497
DP 199 - MHSP Eligibility Staffing
6.00 144,459 0 48,153 192,612 6.00 144,953 0 48,317 193,270
DP 414 - Federal Authority for Support of Institutions
0.00 0  (3,286,614) 3,286,614 0 0.00 0  (3,286,614) 3,286,614 0
DP 696 - Data Network Fixed Cost Reduction
0.00 (43) 0 0 (43) 0.00 (43) 0 0 (43)
DP 699 - Vacancy Savings at 4 Percent
0.00 (247,570) 0 (3,043) (250,613) 0.00 (248,619) 0 (3,053) (251,672)
DP 988 - Annualization of Utilization Review & Management
0.00 214,324 0 841,063 1,055,387 0.00 246,991 0 898,511 1,145,502
DP 993 - MMHNCC Medicaid Peatient Pharmacy Program
0.00 0 350,000 0 350,000 0.00 0 380,000 0 380,000
DP 998 - MMHNCC Pharmacy Cost Inflation
0.00 43,125 0 0 43,125 0.00 60,839 0 0 60,839
DP 999 - MSH Pharmacy Cost Inflation
0.00 171,102 0 0 171,102 0.00 256,528 0 0 256,528
Total Other Present Law Adjustments
33.00 $5,024,697 ($2,565,459)  $23,126,508  $25,585,746 33.00  $6,355,407 ($2,492,553) $25,583,333  $29,446,187
Grand Total All Present Law Adjustments $25,943,359 $29,886,390

Present Law Adjustments

DP 1 - MSH Funding for Ongoing Costs - The legislature appropriated $2.0 million general fund and funding for 27 FTE
to continue Montana State Hospital services at the fiscal 2000 level. The 2001 biennium budget was based on an average
daily population of 135, compared to the actual population of 158 during fiscal 2000. The legislature approved the 2001
biennium MSH Executive Budget request. This proposal will make permanent 27 FTE currently in modified positions.
Adding 27 FTE will support DPHHS estimated average daily population for MSH of 165.

The legislature also approved a new proposal for $2.4 million general fund over the biennium to be used to support MSH
costs and community services for seriously mentaly ill adults (see New Proposal 996). The proposal was part of the
executive plan to mitigate the 2001 biennium supplemental appropriation.
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DP 2 - FY00-FY01 Screening Contract - The legislature appropriated $1,144, including $286 generd fund, over the
biennium for the 1 percent rate increase granted for fiscal 2001 for the Preadmission Screening and Annual Resident
Review (PASARR) program providers. PASARR screenings are utilized to determine if nursing facility applicants or
residents have diagnoses or indications of mental illness. The program has afederal match of 75 percent.

DP 26 - Mental Health Block Grant Increase - The legislature added $0.7 federal funds over the biennium due to an
increase in the federal mental health block grant. Part of the increase offsets $0.4 million general fund over the biennium.

Fiscal 2000 expenditures were $871,537 and the new grant award is $1.2 million. In previous years, the Mental Health
Block Grant was used for community mental health services for children and youth with serious emotional disturbance or
severe and disabling mental illness. Since the executive limited services and digibility for children who are not CHIP
eligible and funded ongoing basic services from the state maintenance of effort for the federa TANF block grant, the
block grant will most likely be used to fund services for adults.

The state must sustain a maintenance of effort to continue to receive the full mental health block grant. Thereis a dollar
for dollar reduction in the block grant equal to reductions in maintenance of effort. The maintenance of effort is based on
the average of the two most recent years of state expenditures for all activities mental health services and administrative
costs except those for state ingtitutions and inpatient residential psychiatric care for children. State match for Medicaid
and CHIP services can be counted in the maintenance of effort, but general fund counted toward TANF maintenance of
effort cannot.

DP 38 - Frontier Rate Annudization - The legislature authorized the department to fund a Medicaid intergovernmental
transfer program to make one-time payments for certain community-based mental health services delivered in counties
classified by the U.S. Bureau of the Census as "frontier" counties (counties with a population density of fewer than six
persons per square mile). The frontier premium ranges between 20 percent and 25 percent, depending on the service.
The funding for the frontier rate for MHSP is included in the estimated monthly cost for those persons eligible to receive
MHSP services. Thisitem includes only the Medicaid reimbursement for frontier mental health services.

DP 50 - Caseload/Utilization Increase — MHSP Benefits - The legislature approved an increase of $3.5 million total funds
for MHSP, which includes a reduction of $0.8 million general fund over the biennium. The general fund reduction is due
to: 1) increases in the mental health block grant and appropriation of acohol state special revenue to offset general fund;
2) eimination of out-of-home services for children who are not also eligible for CHIP;, 3) elimination of partia
hospitalization for all recipients; 4) elimination of targeted case management for children; and 4) basing program
appropriations on a monthly cost per recipient and capping enrollment in the program. Elimination of out-of-home
services for children who are not also eligible for CHIP, service reductions, and appropriation of alcohol state special
revenue were elements of the executive proposal to mitigate the 2001 biennium supplemental appropriation in mental
health services.

The appropriation for MHSP benefits is estimated to provide sufficient funding for 3,212 adults and 248 children each
month of the 2003 biennium. DPHHS will manage the program by changing the number of slots for adults as either more
or fewer children become eligible for MHSP through CHIP.

DP 51 - MHSP Executive Caseload Estimates - The legislature added $2.0 million total funds, including $1.1 million
general fund over the biennium to fund the revised executive request for MHSP benefits. Initially, the legislature
accepted the legidlative estimates for MHSP casel oads, which were lower.

The legidature also added language requiring that at least $480,000 of the general fund in this item must be spent for
grants to one or more local children's mental health provider coalitions to prevent placement of emotionally disturbed
children in out-of-home services.

DP 52 - Caseload/Utilization Increase - Medicaid - The legislature approved $41 million total funds, including $6.6
million genera fund, over the biennium for Medicaid caseload and growth in service utilization. The caseload increases
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include annualization of caseload growth in the 2001 biennium due to the supplemental appropriation. A new proposal,
DP 417, offsets $4 million general fund budgeted for Medicaid services with state special revenue. The state special
revenue is county funds transferred back to the state through a Medicaid intergovernmental transfer program for county
funded nursing homes.

DP 74 - MMHNCC Holiday, OT, Differential Pay - The legisature added $550,187 general fund over the biennium for
holidays worked, overtime, and differential shift pay for the MMHNCC staff. Although these costs are routinely incurred
in state institutions, the costs are removed from the adjusted base budget. The costs increase 3 percent between fisca
2002 and fiscal 2003.

DP 76 - MSH Haliday, OT, Differential Pay - The legislature appropriated $1.5 million genera fund over the biennium
for holidays worked, overtime, and differential pay at MSH. These personnel costs are removed from actual expenditures
when base budgets are created for legislative consideration. The costs increase 3 percent between fiscal 2002 and fiscal
2003.

DP 82 - Family & Consumer Services Training - The legislature added $35,000 each year of the biennium, including
$21,875 general fund, over the biennium to support a continuing program of education and training of mental health
consumers, their families, and of mental health providers. AMDD has committed, on the recommendation of the Mental
Health Oversight Advisory Council (MHOAC), to support this program.

DP 86 - Fund MHSP Pharmacy Rebates - The legislature approved $0.6 million state special revenue for the biennium to
fund pharmacy rebates for the MHSP program. Some drug manufacturers have agreed to pay a rebate to the department
related to the cost of prescriptions purchased through MHSP.

DP 199 - MHSP Eligibility Staffing - The legidature approved the executive request to fund 6.00 FTE and appropriated
$0.4 million over the biennium, including $0.3 million genera fund. The FTE determine eligibility for MHSP.

DP 414 - Federal Authority for Support of Institutions - The legislature shifted funds between state special revenue and
federal fund types. Statute requires that Medicaid reimbursement for the mental health state institutions be expended in
the federal fund type, while actual expenditures and the appropriation request included Medicaid funds in the state special
revenue fund.

DP 696 - Data Network Fixed Cost Reduction - The legisature approved fees and charges for data network support
provided by the Information Services Division of the Department of Administration at alevel lower than that proposed by
the executive and used to develop the associated fixed cost budget requests. This adjustment removes the corresponding
fixed costs from agency budgets.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

DP 988 - Annualization of Utilization Review - The legislature appropriated $2.2 million, including $0.5 million general
fund, to annualize the cost of an expansion of the Medicaid and MHSP utilization review and management contract in
fiscal 2001. A new contractor was selected in October 2000. The new contract expands the services by requiring the
contractor to assist the department in managing the high-end, more costly benefit services in the mental health Medicaid
program and MHSP.

DP 993 - MMHNCC Medicaid Patient Pharmacy Program - The legislature added $730,000 state special revenue over the
biennium to change the process of billing for prescription drugs for the Medicaid residents at MMHNCC. The MMHNCC
serves Medicaid and non-Medicaid residents. The cost of prescriptions for the non-Medicaid residents is in the
MMHNCC base budget, while the cost of prescriptions for Medicaid residents is not in the base budget as the previous
pharmacy contractor billed the Medicaid program directly. Authority was provided to create a state specia revenue fund
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to deposit the collections of Medicaid pharmacy claims for residents. The MMHNCC will use these funds to pay drug
costs for Medicaid residents.

DP 998 - MMHNCC Pharmacy Cost Inflation - The legislature added $103,964 general fund over the biennium for
increased MMHNCC pharmacy costs. The pharmacy management contract requires a 25 percent increase in the
management fee associated with the contract in fiscal 2001 and 4.5 percent each year thereafter. The contract changes
also require an increase of 8.5 percent in prescription drug costs beginning in fiscal 2001.

DP 999 - MSH Pharmacy Cost Inflation - The legislature added $427,630 general fund over the biennium for increased
pharmacy costs at MSH. The pharmacy management contract requires a 25 percent increase in the management fee
associated with the contract in fiscal 2001 and 4.5 percent each year thereafter. The contract changes also require an
increase of 8.5 percent in prescription drug costs beginning in fiscal 2001.

New Proposals
Fiscal 2002 Fiscal 2003
General State Federa Total Genera State Federal Total
Sub Prgm FTE Fund Specia Specia Funds FTE Fund Specia Specia Funds

DP 130 - Provider Rate Increases - Medicaid

01 0.00 91,457 150,209 649,432 891,098 0.00 472,749 261,736 1,987,848 2,722,333
DP 131 - Psychiatrist Access Rate Increase

01 0.00 119,782 0 234,800 354,582 0.00 137,777 0 271,050 408,827
DP 136 - Provider Rate Increase - Screening Contract

01 0.00 202 0 604 806 0.00 609 0 1,828 2,437
DP 137 - Provider Rate Increase - MHSP

01 0.00 149,907 0 30,021 179,928 0.00 474,661 0 91,437 566,098
DP 193 - Law Enforcement & Criminal Justice

01 1.00 42,219 0 25,332 67,551 1.00 42,324 0 25,395 67,719
DP 408 - State Specia Alcohol Revenue Funding Switch

01 0.00 (530,075) 530,075 0 0 0.00 (747,181) 747,181 0 0
DP 411 - Basic Mental Health Servicesfor Children

01 0.00 647,952 0 0 647,952 0.00 671,928 0 0 671,928
DP 413 - Olmstead Planning/Implementation Grant

01 0.00 0 0 20,000 20,000 0.00 0 0 20,000 20,000
DP 417 - Funding Shift - Intergovernmental Transfer

01 0.00  (2,000,000) 2,000,000 0 0 0.00  (2,000,000) 2,000,000 0 0
DP 420 - SB 107 -- Teleconferencing During Mental Health Proceedings

01 0.00 7,800 0 0 7,800 0.00 8,190 0 0 8,190
DP 689 - FTE Reduction

01 (1.02) (20,135) 0 0 (20,135) (1.02) (20,200) 0 0 (20,200)
DP 989 - Regional Menta Health System Planning

01 4.00 208,531 0 278,041 486,572 4.00 208,530 0 278,040 486,570
DP 996 - Community Incentives/State Hospital Reduction

01 2.00 1,196,553 0 0 1,196,553 2.00 1,196,553 0 0 1,196,553

Total 5.99 ($85,807) $2,680,284 $1,238,230 $3,832,707 5.99 $445,940 $3,008,917 $2,675,598 $6,130,455

New Proposals

DP 130 - Provider Rate Increases - Medicaid - The legislature appropriated $3.6 million, including $0.6 million general
fund and $0.4 million in interest income from the new constitutional trust fund for tobacco settlement proceeds over the
biennium for a 1.4 percent provider rate increase in fiscal 2002 and 2.8 percent increase in fiscal 2003 for Medicaid
mental health service providers.

DP 131 - Psychiatrist Access Rate Increase - The legislature appropriated $0.8 million total funds, including $0.3 million
general fund over the biennium to continue a rate increase for psychiatric services implemented by the department in
fiscal 2001. This appropriation funds the portion of the rate increase for the Medicaid program. The psychiatric rate
increase for MHSP is rolled into the present law adjustment.

DP 136 - Provider Rate Increase - Screening Contract - The legislature added $3,243 total funds, including $811 general
fund over the biennium for a rate increase for providers who screen nursing home residents for mental illness. The rate
increaseis 1.4 percent in fiscal 2002 and 2.8 percent in fiscal 2003.
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DP 137 - Provider Rate Increase - MHSP - The legislature appropriated $0.8 million total funds, including $0. 6 million
general fund for a provider rate increase for MHSP providers. The rate increase is 1.4 percent in fiscal 2002 and 2.8
percent in fiscal 2003.

DP 193 - Law Enforcement & Criminal Justice - The legislature appropriated $135,270, including $84,543 general fund,
and funding for 1.0 FTE over the biennium to support development of, and make available to local law enforcement
personnel, training to help them to appropriately respond to emergency situations involving severe mental disturbance,
chemical intoxication, and/or mental illness. The training would be designed to help them recognize persons suffering
from a serious mental illness or chemical dependency problem and to obtain appropriate assistance in working with such
personsin acrises situation. Officers currently receive little to no training, with the exception of 2 hours of training at the
Law Enforcement Academy. Training would be developed cooperatively with representatives of law enforcement and
would be provided through contracted personnel.

The legidature restricted use of the appropriation.

DP 408 - State Special Alcohol Revenue Funding - The legislature accepted the executive proposal to use $1.3 million
state specia revenue alcohol tax funds to offset general fund in the MHSP program. The funds will be used to contract
with: 1) MCDC for two chemical dependency counselors to work at MSH; and 2) community service providers for all
chemical dependency and mental health services, except prescriptions, for eligible adults.

The legidlature passed SB 264 to alow state special alcohol tax revenue to be used for mental health services.

DP 411 - Basic Mental Health Services for Children - The legislature accepted the executive proposal to: 1) eliminate
out-of-home mental health services for low-income children who are not also eigible for CHIP; and 2) continue a limited
array of community and in-home services for 100 children who are determined to be seriously emotionally disturbed and
whose families have incomes under 150 percent of the federal poverty level. The legislature funded the program with
$1.3 million of genera fund from the state maintenance of effort TANF block grant. General fund was reallocated from
the Human and Community Services Division and federal TANF funds were appropriated to support the costs previously
funded by general fund. The legidature directed the department to create a separate state program using state general fund
maintenance of effort. The program reductions were made as a part of the executive plan to mitigate part of the
supplemental appropriation in the 2001 biennium.

The legidature initially restricted the appropriation to fund mental health services only. The legislature changed the
language to alow any unexpended funds to be transferred to the Human and Community Services Division to be
expended to fulfill the attainment of the maintenance of effort related to the TANF block grant.

DP 413 - Olmstead Planning/Implementation Grant - The legislature added $40,000 federal funds over the biennium to
complete a plan to comply with the U.S. Supreme Court Olmstead decision and begin plan implementation. The
legislature added language to HB 2 requiring that the department contract with the Consensus Council to perform the
functions associated with the grant.

DP 417 - Funding Shift - Intergovernmental Transfer - The legislature reduced general fund by $2 million each year and
appropriated $2 million state special revenue each year in the Medicaid mental health services program. The $2 millionin
state specia revenue are funds returned to the state by counties participating in the Medicaid intergovernmental transfer
program for county supported nursing homes. The nursing home intergovernmental transfer program is explained in more
detail in the agency overview and in DP 142 in the Senior and Long-Term Care Division narrative.

DP 420 - SB 107 - Teleconferencing During Mental Health Proceedings - The legislature appropriated $15,990 general
fund to pay video teleconferencing costs of persons at the Montana State Hospital who wish to participate in court
hearings via video teleconferencing. The funds were added due to passage and approval of SB 107 allowing mental
health court proceedings to be conducted via video teleconference.
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DP 689 - FTE Reduction - The legidature directed that 1.01 FTE could not be included in the base budget funding for the
2005 biennium budget request since the FTE had been vacant 7 months or longer. The legislature reduced general fund
by $40,335 over the biennium as part of the FTE reduction.

DP 989 - Regional Mental Health System Planning - The legislature approved $1 million total funds, including $0.4
million general fund, over the biennium and funding for 4.0 FTE to begin planning and implementation of a new regional
mental health system. The funding will also help manage the current mental health system during the 2003 biennium.
This recommendation was part of the executive request to mitigate the 2001 biennium supplemental appropriation.

DP 996 - Community Incentives/State Hospital Reduction - The legislature accepted the executive recommendation to
appropriate $2.4 million general fund, including funds for 2.0 FTE. The funds will be used to support MSH and for
community services for persons eligible for services at the state hospital. The original Executive Budget request was
based on a daily population of 165 persons at the state hospital while population in December 2000 averaged 177 and
recent population has spiked over 189.

The legidature added language allowing funds to be spent for services at the state hospital, utilization and review
activities, and staff and services in the community. The appropriation is abiennial appropriation.

The total appropriation for DP 996 was reduced by $40,000 general fund each year due to approval of the department plan
to reallocate $250,000 general fund from various divisions to the Child Support Enforcement Division. The general fund
shift implements the department plan to partially reinstate a reduction in FTE in the Child Support Enforcement Division
that was approved by the legidature.

Language

Items [Health Policy and Services Division], [Senior and Long-Term Care Division], and [Addictive and Mental
Disorders Division] include appropriations of state special revenue for provider rate increases funded from the interest
income on the tobacco settlement trust fund provided for in Article XII, Section 4, of the Montana Constitution. If the
interest income on the tobacco settlement trust fund provided for in Article XII, Section 4, of the Montana Constitution is
insufficient to fully fund the state special revenue appropriations in items [Health Policy and Services Division], [Senior
and Long-Term Care Division], and [Addictive and Mental Disorders Division], the legidature intends that the
department find alternative funding sources to fully fund the provider rate increases. Alternative sources may include but
are not limited to enhanced Medicaid intergovernmental transfer programs and transfers of general fund money from other
appropriations.

The appropriation in item [Addictive and Mental Disorders Division] is contingent on the department developing a
management plan to: (1) ensure that the department staff tracking the census of residential treatment of children in
Montana communicate in-state service availability to appropriate staff; and (2) negotiate or issue requests for proposalsin
compliance with 52-2-306 and 52-2-307 for placement of children with in-state providers in lieu of placing the child in
out-of-state treatment. The department shall submit the plan to the Children, Families, Health, and Human Services
Interim Committee and the L egislative Finance Committee by July 1, 2001.

Item [Addictive and Mental Disorders Division] includes $559,560 in general fund money in fiscal 2002 and $713,907 in
fiscal 2003 that must be used to fund mental health services for persons eligible for the Mental Health Services Plan. At
least $480,000 of these general fund appropriations must be used for grants to one or more local children's mental health
provider coalitions to prevent placement of emotionally disturbed children in out-of-home services.

Funds in [Community Incentives/State Hospital (restricted/biennial/OTO)] must be used to fund services at Montana State
Hospital and for staff and utilization review activities to reduce the use of institutional services. Any funds not spent for
staff and utilization review activities must be used to fund community services, which will reduce the need for inpatient
and institutional care.
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Funds in [Basic Mental Health Services for Children] must be used to fund mental health services for low-income
children. Fundsin item [Basic Mental Health Services for Children] may not be used for any other purpose or transferred
to any other program.

Fundsin item [Olmstead Planning/I mplementation] must be used to contract with the Montana Consensus Council.

Fundsin item [Frontier Rate Increases] must be used to pay one-time increases in reimbursement for services provided in
frontier counties by county-funded mental health Medicaid service providers.

Fundsin item [Law Enforcement/Judicial Training — Mental 1lIness| must be used for:

1) activitiesrelated to training and educating law enforcement personnel, judicial personnel, and persons instrumental to
the commitment process in recognizing serious mental illness and appropriate approaches to and treatment for persons
who exhibit symptoms of mental illness; and

2) development of screening toolsto help identify whether a person may be mentally ill.
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ADDICTION TREATMENT & PREVENTION SERVICES

Sub-Program L egislative Budget
PL Base New Total PL Base New Total Total
Base Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 49.35 5.00 1.00 55.35 5.00 1.00 55.35 55.35
Personal Services 1,679,357 422,949 47,051 2,149,357 435,556 47,219 2,162,132 4,311,489'
Operating Expenses 1,371,325 249,619 4,000 1,624,944 277,625 4,000 1,652,950 3,277,894
Equipment 10,662 0 0 10,662 0 0 10,662 21,324
Grants 4,241,451 4,776,189 (904,934) 8,112,706 4,774,333 (1,234,894) 7,780,890 15,893,596
Benefits & Claims 0 1,626 4,242,542 4,244,168 1,626 5,453,279 5,454,905 9,699,073]
Debt Service 11,751 0 400 12,151 0 400 12,151 24,302
Total Costs $7,314,546 $5,450,383 $3,389,059  $16,153,988 $5,489,140 $4,270,004  $17,073,690 $33,227,678
Genera Fund 206,257 8,613 (53,941) 160,929 8,764 (66,946) 148,075 309,004
State/Other Special 2,452,893 262,956 314,165 3,030,014 301,580 321,364 3,075,837 6,105,851
Federal Specia 4,655,396 5,178,814 3,128,835 12,963,045 5,178,796 4,015,586 13,849,778 26,812,823
Total Funds $7,314,546 $5,450,383 $3,389,059  $16,153,988 $5,489,140 $4,270,004  $17,073,690 $33,227,678

Addiction treatment and prevention services include the Montana Chemical Dependency Center (MCDC), community
services, and funding for state approved chemical dependency programs. The most significant budget appropriation
change is expansion of Medicaid funding for community, outpatient, and residential chemical dependency services. The
division began implementing the expansion in fiscal 2001 and requested only the federal Medicaid matching funds in its
budget request. The state match comes from existing expenditures.

Except for alcohal tax funds, there are virtualy no state funds in the alcohol and drug abuse treatment program. The
legidlature appropriated state specia revenue from county funds for a Medicaid intergovernmental transfer program. The
other significant funding sources for chemical dependency programs are federal block grants, which total about $9.2
million annually, and federal Medicaid funds.
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Present Law Adjustments

Fiscal 2002 Fiscal 2003

State Federal Total State Federa Total

FTE Genera Special Specia Funds FTE Genera Specia Specia Funds
Personal Services 264,657 275,021
Vacancy Savings (53,117) (53,428)
Inflation/Deflation (545) (403)
Fixed Costs 0 0
Total Statewide Present Law Adjustments $210,995 $221,190

DP 3 - Indigent Y outh Alcohol Treatment
0.00 1,626 0 0 1,626 0.00 1,626 0 0 1,626

DP 28 - MCDC Holiday, OT, Differential Pay
0.00

. 0 48,636 0 48,636 0.00 0 50,095 0 50,095
DP 29 - MCDC Food and Rent Inflation FY02 & FY03
0.00 0 37,281 0 37,281 0.00 0 62,366 0 62,366
DP 699 - Vacancy Savings at 4 Percent
0.00 (620) (22,650) (3,964) (27,234) 0.00 (622) (22,747) (3,982) (27,351)
DP 992 - Discontinue OJIDP Combating Underage Drinking
0.00 0 0 (126,946) (126,946) 0.00 0 0 (126,946) (126,946)
DP 994 - Substance Abuse Prevention and Treatment Block Grant
0.00 0 0 1,633,706 1,633,706 0.00 0 0 1,631,850 1,631,850
DP 995 - Continue Community Incentive Grant
5.00 0 0 3,649,490 3,649,490 5.00 0 0 3,650,702 3,650,702
DP 997 - MCDC Pharmacy Cost Inflation
0.00 0 22,829 0 22,829 0.00 0 25,608 0 25,608
Total Other Present Law Adjustments
5.00 $1,006 $86,096 $5,152,286 $5,239,388 5.00 $1,004 $115322  $5151,624  $5,267,950
Grand Total All Present Law Adjustments $5,450,383 $5,489,140

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget approved by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. The other numbered
adjustments in the table correspond to the narrative descriptions.

DP 3 - Indigent Y outh Alcohol Treatment - The legislature added $3,252 general fund over the biennium to annualize the
fiscal 2001 provider rate increase authorized by the 1999 legislature. Indigent youth alcohol treatment funds provide
inpatient chemical dependency services to adolescents. The department will use these funds to match federal Medicaid
funds for the expansion of Medicaid services to include outpatient chemical dependency services.

DP 28 - MCDC Holiday, OT, Differential Pay - The legislature approved $98,731 state specia revenue funding over the
biennium for holiday worked pay, overtime pay, and differential pay at the Montana Chemical Dependency Center. The
Center is staffed 24 hours a day every day of the year. Although these costs were incurred in fisca 2000, they are
removed from the base budget as a standard practice. Base budget expenditures were $27,486.

DP 29 - MCDC Food and Rent Inflation FY02 & FY03 - The legislature added $99,647 state special revenue funding over
the biennium to fund the Montana Chemical Dependency Center contracted food and non-Department of Administration
rent inflation increases. The center will continue to rent the building it currently occupies and the meals will be contracted
from the adjoining retirement home. Contractual inflation is 3 percent for rent and 4 percent for meals per year.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.

DP 992 - Discontinue OJJDP Combating Underage Drinking - The legislature removed $253,892 federal funding over the
biennium as the Office of Juvenile Justice and Delinquency Planning Combating Underage Drinking Grant was
transferred to the Department of Justice.
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DP 994 — Substance Abuse Prevention and Treatment Block Grant - The legislature approved $3.3 million federal funds
over the biennium for an increase in the Substance Abuse Prevention and Treatment (SAPT) block grant. The SAPT
block grant supports community services for individuals needing alcohol and drug services. The block grant was
increased to $6.3 million effective fiscal 1999. This proposa requests the difference between SAPT block grant
expendituresin fiscal 2000 and the new grant amount.

DP 995 - Continue Community Incentive Grant - The legislature approved the executive request to add $7.3 million
federal funds and funding for 5.0 FTE over the biennium to continue the State Incentive Grant program funded in the
2001 biennium. DPHHS received a $9 million grant from the Substance Abuse and Mental Health Services
Administration. The purpose of the grant is to provide funding and training to assist communities with alcohol prevention
planning and programming. The legidature authorized the appropriation and funding for the FTE as a one-time-only
appropriation.

DP 997 - MCDC Pharmacy Cost Inflation - The legislature added $48,437 state special revenue over the biennium for
increased pharmacy costs at Montana Chemical Dependency Center. The pharmacy management contract requires a 25
percent increase in the management fee associated with the contract in fiscal 2001 and 4.5 percent each year thereafter.
The contract changes also require an increase of 8.5 percent in prescription drug costs beginning in fiscal 2001.
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New Proposals
Fiscal 2002 Fiscal 2003
Genera State Federal Total Genera State Federal Total
Sub Prgm FTE Fund Special Specia Funds FTE Fund Specia Specia Funds

DP 117 - Refinance Chemical Dependency Program

02 1.00 (4,978) 25,725 2,444,192 2,464,939 1.00 (22,469) 25,809 3,307,177 3,310,517
DP 138 - Provider Rate Increase - Indigent Y outh

02 0.00 2,291 0 0 2,291 0.00 6,930 0 0 6,930
DP 415 - Intergovernmental Transfer - Chemica Dependency

02 0.00 0 250,000 671,829 921,829 0.00 0 257,000 695,557 952,557
DP 888 - Change Funding for CD Position

02 0.00 (51,254) 38,440 12,814 0 0.00 (51,407) 38,555 12,852 0

Total 1.00 ($53,941) $314,165 $3,128,835 $3,389,059 1.00 ($66,946) $321,364  $4,015,586 $4,270,004

New Proposals

DP 117 - Refinance Chemical Dependency Program - The legislature accepted the executive proposal to expand Medicaid
services to include chemical dependency services and appropriated $5.8 million and funded 1.0 FTE. DPHHS began
implementation of the Medicaid program expansion in fiscal 2001, and scaled back the rate of the expansion in response
to legidative direction.

The Medicaid expansion is funded by redirecting up to $1 million of the federal chemical dependency block grant from
contracts with community service providers to support operation of the MCDC. This funding change frees up earmarked
alcohol tax previousy used to support MCDC to be used as state match for Medicaid coverage of chemical dependency
services.

DP 138 - Provider Rate Increase - Indigent Y outh - The legislature appropriated $9,221 general fund over the biennium
for the Indigent Y outh Alcohol Treatment program. Rate increases are 1.4 percent in fiscal 2002 and 2.8 percent in fisca
2003.

DP 415 - Intergovernmental Transfer — Chemical Dependency - The legislature requested that the department propose a
Medicaid intergovernmental transfer program for chemical dependency providers. Under this program, rates paid for
Medicaid chemical dependency services provided by county funded and affiliated providers will be increased up to a
certain limit if counties provide the nonfederal Medicaid matching funds. The legislature appropriated $1.9 million total
funds, including $0.5 million county matching funds over the biennium.

DP 888 - Change Funding for CD Position - The legislature accepted the executive proposal to switch funding for a
position in the chemical dependency program. The switch reduces general fund by $102,661 over the biennium and
increases al cohol state special revenue and federal funds by alike amount. This proposal was part of the executive plan to
mitigate the 2001 biennium supplemental appropriation.

Language
Item [Addictive and Mental Disorders Division] is contingent on the department maintaining $3,539,842 of federal block

grant contracts to state-approved chemical dependency programs for treatment and rehabilitation each year of the 2003
biennium.

PUBLIC HEALTH & HUMAN SERVICES B-159 ADDICTIVE & MENTAL DISORDERS



PUBLIC HEALTH & HUMAN SERVICES 33-ADDICTIVE & MENTAL DISORDERS

DIVISION ADMINISTRATION

Sub-Program L egislative Budget
PL Base New Total PL Base New Total Total
Base Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03
FTE 13.00 0.00 0.00 13.00 0.00 0.00 13.00 13.00
Personal Services 571,516 466 0 571,982 5,967 0 577,483 1,149,465
Operating Expenses 177,693 629 0 178,322 2,893 0 180,586 358,908
Equipment 19,508 0 0 19,508 0 0 19,508 39,016
Grants 0 0 0 0 0 0 0 0
Benefits & Claims 88 0 0 88 0 0 88 176
Debt Service 19,311 0 0 19,311 0 0 19,311 38,622,
Total Costs $788,116 $1,095 $0 $789,211 $8,860 $0 $796,976 $1,586,187
Genera Fund 570,746 (967) 0 569,779 4,731 0 575,477 1,145,256
State/Other Special 24,562 261 0 24,823 504 0 25,066 49,889
Federal Specia 192,808 1,801 0 194,609 3,625 0 196,433 391,042
Total Funds $788,116 $1,095 $0 $789,211 $8,860 $0 $796,976 $1,586,187|

Division administration is responsible for operation and management of the division. The administrative function is cost
alocated across division activities and is supported from a mix of genera fund, alcohol state special revenue, and federa
Medicaid and block grant funds.

Present Law Adjustments

Fiscal 2002 Fiscal 2003
State Federa Total State Federal Total
FTE Genera Specia Specia Funds FTE General Specia Specia Funds
Personal Services 24,299 30,030
Vacancy Savings (16,494) (16,666)
Inflation/Deflation 1,682 3,240
Fixed Costs 5,357 6,085
Total Statewide Present Law Adjustments $14,844 $22,689
DP 698 - Rent Reduction - Use of Capitol Land Grant Funds
0.00 (6,410) 0 0 (6,410) 0.00 (6,432) 0 0 (6,432)
DP 699 - Vacancy Savings at 4 Percent
0.00 (5,315) (229) (1,795) (7,339) 0.00 (5,357) (231) (1,809) (7,397)
Total Other Present Law Adjustments
0.00 ($11,725) ($229) ($1,795) ($13,749) 0.00 ($11,789) ($231) ($1,809) ($13,829)
Grand Total All Present Law Adjustments $1,095 $8,860

Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget approved by the legidature.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. The other numbered
adjustments in the table correspond to the narrative descriptions.

DP 698 - Rent Reduction - Use of Capitol Land Funds - The legislature approved using Capitol Land Grant funds to
augment rent payments made by tenants. Capital Land Grant funds are to be used for qualified maintenance and debt
service payments of the General Services Program for state-owned facilities on the Capitol complex.

DP 699 - Vacancy Savings at 4 Percent - The legislature approved increasing the statewide vacancy savings rate to 4
percent and including the state share of health insurance premiumsin the calculation for determining the amount.
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